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UNIFORM PRINTING & SupPLY COMPANY 


The Uniform Printing and Supply Co. was incorporated October 27, 1915, iy 
the State of Illinois under “An Act Concerning Corporations” principally fo 
the purpose of printing and distributing forms for fire policies, and to the effeg¢ 
that the corporation should not be operated for pecuniary profit and that no 
stockholder, at any time, should receive any dividend or compensation becaug 
of owning any stock in the corporation. 

On December 16, 1940, the Uniform Printing and Supply Co. sold to the 
Courier Citizen Co. of Massachusetts all of its physical assets retaining for its 
self title to the trademark and certain other assets. 

While the corporation has continued in existence as a nonprofit organization 
its principal function today is to negotiate printing contracts for the printing anj 
distribution of forms for use for fire and allied coverages and to collect from the 
companies that purchase forms from the Uniform Printing and Supply Co, 4 
sum of money based on their fire and allied line premium volume to cover the 
cost of printing and distribution of the forms. 

All formg used and printed are first subject to approval by the insurance de 
partment of the State in which they are to be used. A list of the companig 
purchasing forms in this manner is attached hereto. 

The outstanding 25 shares (no par value) of stock are held by Edward H 
Born under a declaration of trust. 

The present officers are: 

President, E. R. Sanborn, Great American Insurance Co. 

Vice President, F. W. Spalding, Jr., Springfield F. & M. Insurance Co. 
Vice President, R. W. Carter, Aetna Insurance Co. 

Vice President, C. L. Zook, National Fire Insurance Co. 

Treasurer, H. P. Winter, American Fore Insurance Group. 

Secretary, E. H. Born, Western Underwriters Association. 

Assistant Secretary, K. 8. Ogilvie, Western Underwriters Association. 

The present directors are: 

Messrs. P. H. Barr, Hanover Insurance Co. 

C. L. Zook, National Fire Insurance Co. 

Plmer A. Domke, Millers National Insurance Co. 

H. P. Winter, American Fore Insurance Group. 

R. W. Carter, Aetna Insurance Co. 

E. D. Lawson, Fund Insurance Companies. 

P. 8. Beebe, Hartford Fire Insurance Co. 

F. W. Spalding, Jr., Springfield F. & M. Insurance Co. 

The uniform forms committee of the Uniform Printing and Supply Co. has 
been duly qualified by those States as an advisory organization, Missouri making 
no provision for advisory organizations. 

The present committee is composed of the following : 

E. S. Whitcombe, Chairman, Hartford Fire Insurance Co. 
L. N. Bowen, National Fire Insurance Co. 

E. B. Craven, Aetna Insurance Co. 

L. V. Grady, Home Insurance Co. 

R. F. Jackson, America Fore Insurance Group. 

J. G. McFarland, National Union Insurance Co. 

E. R. Sanborn, Great American Insurance Co. 

F. W. Spalding, Jr., Springfield F. & M. Insurance Co. 

C. E. Stiehl, London and Lancashire Group. 

The secretary of the uniform forms committee is appointed by the member 
thereof. 

The Uniform Printing and Supply Co. supplies forms in the following States; 
Colorado, Illinois, Indiana, Iowa, Kansas, Kentucky, Michigan, Minnesota 
Missouri, Nebraska, New Mexico, North Dakota, Ohio, Oklahoma, South Dakott 
Tennessee, Wisconsin and Wyoming. 


COMPANIES USING UNIFORM FORMS 1959 


Admiral Fire Insurance Co. 

Aetna Casualty & Surety Co., Hartford, Conn. 
Aetna Insurance Co. 

Affiliated Fire & Marine Insurance Co. 
Agricultural Insurance Co. 

Albany Insurance Co. 
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Allied American Mutual Fire Insurance Co, 

Allied Mutual Casualty Co. 

Allstate Insurance Co. 

American & Foreign Insurance Co. 

American Automobile Insurance Co. 

American Casualty Co. 

American Central Insurance Co. 

American Church & Home Mutual Insurance Co. 
American Druggists Insurance Co. 

American Employers’ Insurance Co. 

American Equitable Assurance Co. 

American Farmers Mutual Casualty Co. 
American Fire & Casualty Co. 

American General Insurance Co. 

American Guarantee & Liability Insurance Co. 
American Hardware Mutual Insurance Co. 
American Home Assurance Co. 

American Indemnity Co. 

American Insurance Co. 

American Liberty Insurance Co. 

American Manufacturers Mutual Insurance Co. 
American Marine & General Insurance Co. 
American Merchants Mutual Insurance Co., Minnesota. 
American Motorists Insurance Co. 

American Mutual Fire Insurance Co. of South Carolina. 
American Mutual Fire Insurance Co. of Wisconsin. 
American National Fire Insurance Co., New York. 
American Premier Insurance Co. 

American States Insurance Co. 

American Surety Insurance Co. 

American Travelers Insurance Co. 

American Union Insurance Co. of New York. 
American Universal Insurance Co. 

Anchor Casualty Co. 

Atlantic Mutual Insurance Co. 

Atlas Assurance Co., Ltd. 

Atlas Mutual Insurance Co. 

Austin Mutual Insurance Co. 

Auto-Owners (Mutual) Insurance Co. 


Badger Mutual Insurance Co. 

Badger State Mutual Casualty Co. 

Balboa Insurance Co. 

Baloise Marine Insurance Co., Ltd. 

Bankers & Shippers Insurance Co. 

Bankers Fire & Marine Insurance Co. 

Barry & Eaton Mutual Insurance Co. 

Bay State Insurance Co. 

Beacon Mutual Indemnity Co. 

Belk Stores Insurance Reciprocal, Tennessee. 
Bershire Mutual Fire Insurance Co. 

Berrien Mutual Insurance Co. 

Birmingham Fire & Casualty Co. 
Birmingham Fire Insurance Co. of Pennsylvania 
Blue Ridge Insurance Co. 

Boston Insurance Co. 

Bremen Farmers Mutual Insurance Co. 
British America Assurance Co. 

British & Foreign Marine Insurance Co., Ltd. 
British General Insurance Co., Ltd. 
Brotherhood Mutual Insurance Co. 

Buckeye Union Fire Insurance Co. 

Buffalo Insurance Co. 


California Insurance Co. 
Cambridge Mutual Fire Insurance Co. 
Camden Fire Insurance Association. 
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Campbellsport Mutual Insurance Co. 
Capital Mutual Insurance Co., Nebraska 
Capital Town Mutual Fire Insurance Co. 
Casualty Reciprocal Exchange 

Casualty Underwriters, Inc. 

Cedarburg Mutual Insurance Co. 

Centennial Insurance Co. 

Central Mutual Casualty Co. 

Central Mutual Insurance Co., Ohio 

Central Plains Insurance Co. 

Central Surety & Insurance Corp. 

Century Insurance Co., Ltd. 

Charter Oak Fire Insurance Co. 

Cheese Makers Mutual Insurance Co. 
Cherokee Insurance Co. 

Chicago Insurance Co. 

Church Fire Insurance, Corp. 

Church Mutual Insurance Co. 

Cimarron Insurance Co. 

Cincinnati Insurance Co. 

Citizens Fund Mutual Fire Insurance Co. 
Citizens Insurance Co. of New Jersey. 
Citizens Mutual Auto Insurance Co. 

Citizens Mutual Insurance Co. (Wisconsin). 
City of Plymouth Mutual Fire Insurance Co. 
Colorado Farm Bureau Mutual Insurance Co, 
Commercial Insurance Co. of Newark, N.J. 
Commerical Standard Insurance Co. 
Commercial Union Assurance Co., Ltd. 
Commercial Union Fire Insurance Co. of New York. 
Commonwealth Insurance Co. of New York. 
Connecticut Fire Insurance Co. 

Connecticut Indemnity Co. 

Consolidated Insurance Co. 

Consolidated Underwriters. 

Continental Insurance Co. 

Cornbelt Insurance Co. 

Country Mutual Insurance Co. 

Covington Mutual Insurance Co. of Kentucky. 
Cream City Mutual Insurance Co. 


Dakota Fire Insurance Co. 

Decatur County Mutual Fire Insurance Co. 
Dixie Fire & Casualty Co. 

Dowagiac Mutual Insurance Co. 

Druggists Mutual Insurance Co. of Iowa. 
Dubuque Fire & Marine Insurance Co. 


Eagle Fire Co. of New York. 

Economy Fire & Casualty Co. 

Educators Auto Mutual Insurance Co. 
Empire Fire & Marine Insurance Co. 
Employers’ Casualty Co., Texas. 
Employers’ Fire Insurance Co. 

Employers’ Liability Assurance Corp., Ltd. 
Employers’ Mutual Casualty Co., Iowa. 
Employers’ Mutual Fire Insurance Co. 
Equitable Fire & Marine Insurance Co. of Rhode Island. 
Equity Mutual Insurance Co. 

Excelsior Insurance Co. of New York. 
Export Insurance Co. 


Farm & City Mutual Insurance Association. 
Farm Bureau Insurance Co. of Nebraska. 
Farm Bureau Mutual Insurance Co., Indiana. 
Farm Bureau Mutual Insurance Co., Iowa. 
Farm Bureau Mutual Insurance Co. of Kansas. 
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Farm Bureau Mutual Insurance Co. 

Farmers Alliance Insurance Co. of Kansas. 
Farmers & Merchants Insurance _Co. of Oklahoma. 
Farmers & Merchants Mutual Fire. 

Farmers Automobile Insurance Association. 
Farmers Casualty Co. (Mutual). 

Farmers Elevator Mutual Insurance Co. 

Farmers Fire Insurance Co. of York. 

Farmers Home Mutual Fire Insurance Co. 
Farmers Mutual Automobile Insurance Co. 
Farmers Mutual Fire Insurance Co. of Noble County. 
Farmers Mutual Fire Insurance Co., Houghton, Mich. 
Farmers Mutual Fire Insurance Co. of Tennessee. 
Farmers Mutual Hail Insurance Co. of Iowa. 
Farmers Mutual Insurance Co. of Indiana. 
Farmers Mutual Insurance Co. of Aleppo, Kans. 
Farmers Mutual Insurance Co. of Barton County. 
Farmers Mutual Insurance Co. of Holyrood, Kans. 
Farmers Mutual Insurance Co. of Michigan. 
Farmers Mutual Insurance Co. of Nebraska. 
Farmers Mutual Reinsurance Co. of Iowa. 

Farmers Union Industries Mutual Insurance Co. 
Federal Insurance Co. 

Federal Mutual Insurance Co. 


Federated Mutual Implement & Hardware Insurance Co. 


Fidelity & Casualty Co. of New York. 
Fidelity & Deposit Co. 

Fidelity & Guaranty Insurance Underwriters, Inc. 
Fidelity-Phenix Fire Insurance Co. 
Finnish Mutual Fire Insurance of Calumet. 
Fire and Casualty Insurance Co. 

Fire Insurance Exchange. 

Fireman’s Fund Insurance Co. 

Firemen’s Insurance Co. of Newark, N.J. 
First Fidelity Fire Insurance Corp. 

First National Insurance Co. 

Flint Hills Mutual Fire Association. 
Florists’ Mutual Insurance Co. 
Frankenmuth Mutual Insurance Co. 
Franklin Fire & Casualty Co. 

Freeport Insurance Co. 

Fremont Mutual Fire Insurance Co. 
Fulton Insurance Co. 

Furniture Mutual Insurance Co. 


General Accident Fire & Life Assurance Corp. 
General Casualty Co. 

General Fire & Casualty Co. 

General Insurance Co. of America. 
General Insurance Corp., Texas. 
Germantown Mutual Insurance Co. 
Glens Falls Insurance Co. 

Globe & Republic Insurance Co. 

Globe Indemnity Co. 

Government Employees Insurance Co. 
Grain Dealers Mutual Insurance Co. 
Grange Insurance Association. 

Grange Mutual Casualty Co. 

Grange Mutual Fire Insurance Co. 
Grangers Mutual Insurance Co., Maryland. 
Granite State Fire Insurance Co. 

Great American Insurance Co. 

Great Central Insurance Co. 

Great Northern Insurance Co. 

Great Plains Mutual Insurance Co., Inc. 
Great Southwest Fire Insurance Co. 
Guarantee Insurance Co. 
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Guarantee Mutual Fire Insurance Co. 
Guaranty Security Insurance Co. 
Gulf Insurance Co. 


Halifax Insurance Co. 

Hamilton Mutual Insurance Co. 

Hanover Insurance Co. 

Harbor Insurance Co. 

Hardware Dealers Mutual Fire Insurance Co. 
Hardware Mutual Insurance Co. 

Harford Mutual Insurance Co. 

Harleysville Mutual Insurance Co. 

Hartford Fire Insurance Co. 

Hartland Cicero Mutual Insurance Co. 
Hastings Mutual Insurance Co. 

Hawkeye Security Insurance Co. 

Herman Mutual Fire Insurance Co. 
Holland-America Insurance Co. 

Home Fire & Marine Insurance Co. of California. 
Home Insurance Co. of New York. 

Home Mutual Fire Insurance Co. of New York. 
Home Mutual Insurance Co. of Wisconsin. 
Home Owners Mutual Insurance Co. 
Hoosier Insurance Co., Indiana. 

Houston Fire & Casualty Insurance Co. 


lllinois Insurance Co. 

Illinois Mutual Fire Insurance Co., Belvidere, Ill. 
Illinois National Insurance Co. 

Imperial Casualty & Indemnity Co. 
Implement Dealers Mutual Fire Insurance Co. 
Indiana Insurance Co. 

Indiana Lumbermen’s Mutual Insurance Co. 
Indiana Union Mutual Insurance Co. 
Insurance Co. of North America. 

Insurance Co. of St. Louis. 

Insurance Co. of the State of Pennsylvania. 
Integrity Mutual Insurance Co. 

International Insurance Co. of Maryland. 
International Service Insurance Co. 

Interstate Fire & Casualty Co. 

Iowa Hardware Mutual Insurance Co. 

lowa Home Mutual Casualty Co. 

Iowa Mutual Insurance Co. 

lowa National Mutual Insurance Co. 

Italian Mutual Fire Insurance Co. 


Jefferson Mutual Fire Insurance Co. 
Jersey Insurance Co. 
Jewelers Mutual Fire Insurance Co. 


Kansas City Fire & Marine Insurance Co. 
Kansas Mutual Insurance Co. 

Kentucky Farm Bureau Insurance Co. 
Kentucky Insurance Co. 

Kewaakum Mutual Insurance Co. 

Knox County Mutual Insurance Co. of Illinois. 


LeMars Mutual Insurance Association, Iowa. 
LeMars Mutual Insurance Co., South Dakota. 
Liberty Mutual Fire Insurance Co. 

Lititz Mutual Insurance Co. 

Liverpool & London & Globe Insurance Co., Ltd. 
Lloyds, New York. 

London & Lancashire Insurance Co., Ltd. 
London Assurance. 

London Guarantee & Accident Co., Ltd. 
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Lumbermen’s Mutual Casualty Co. 
Lumbermen’s Mutual Insurance Co., Ohio. 
Lynn Mutual Insurance Co. 


M.F.A. Mutual Insurance Co. 

Macoupin County Mutual Fire Insurance Co. 
Maine Bonding and Casualty Co. 

Manhattan Fire & Marine Insurance Co. 
Manitowoc Mutual Fire Insurance Co. 

Market Men’s Mutual Fire Insurance Co. 

Marshall Mutual Insurance Co. 

Maryland Casualty Co. 

Marysville Mutual Insurance Co. 

Massachusetts Bonding & Insurance Co. 

Mayflower Insurance Co. 

Mercantile Insurance Company of America. 
Merchants & Business Men’s Mutual Insurance Co. 
Merchants & Manufacturers Insurance Co. of New York. 
Merchants & Manufactnrers Insurance Co. of Ohio. 
Merchants Fire Assnrance Corp. 


Merchants Fire Insurance Co. of Colorado. 
Merchants Propert Insurance Co. of Indiana. 
Meridian Mutual ance Co. 


Merrimack Mutv .:! s ‘ce Insurance Co. 
Metropolitan Ca: -y Insurance Co, of New York. 
Michigan Millers Mutual Insurance Co. 

Michigan Mutual Auto Insurance Co. 

Michigan Mutual Liability Co. 

Mid-America Fire & Marine Insurance Co. 
Mid-Continent Casualty Co. 

Middleton Fire Insurance Co. 

Midland Empire Insurance Co. 

Midland Mutual Fire Insurance Co. 

Midwestern Fire & Marine Insurance Co. 
Midwestern Indemnity Co. 

Midwestern Insurance Co. 

Milbank Mutual Insurance Co. 

Millers Mutual Fire Insurance Co. of Harrisburg. 
Millers Mutual Fire Insurance Co. of Texas. 
Millers Mutual Insurance Association of Illinois. 
Millers National Insurance Co. 

Mill Owners Mutual Insurance Co. 

Milwaukee Automobile Mutual Insurance Co. 
Milwaukee Insurance Co. of Milwaukee, Wis. 
Minneapolis Fire & Marine Insurance Co. 
Minnehoma Insurance Co. 

Minnesota Farmers Mutual Insurance Co. 
Missouri Valley Mutual Insurance Co. 

Monarch Insurance Company of Ohio. 
Monticello Insurance Co. 

Motorists Mutual Insurance Co. 

Mount Carroll Fire Insurance Co. 

Mount Joy Mutual Insurance Co. 

Mutual Creamery Insurance Co. 

Mutual Fire & Automobile Insurance Co. 

Mutual Fire & Storm Insurance Co. 

Mutual Fire Insurance Co. of Indiana. 

Mutual Fire Insurance Co. of Wisconsin. 

Mutual Service Casualty Insurance Co., Minnesota. 


National American Insurance Co. 

National Automobile & Casualty Insurance. 
National-Ben Franklin Insurance Co. of Pittsburgh, Pa. 
National Casualty Co. 

National Farmers Union Property Casualty Co. 
National Fidelity Insurance Co. 

National Fire & Marine Insurance Co. 
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National Fire Insurance Co. of Hartford. 
National Fire Insurance Exchange. 
National Grange Mutual Insurance Co. 
National Grange Mutual Liability Co. 
National Indemnity Co. 

National Mutual Church Insurance Co. 
National Mutual Insurance Co. of Ohio. 
National Service Fire Insurance Co. 
National Surety Corp. 

National Union Fire Insurance Co. 
Nationwide Mutual Fire Insurance Co. 
Nebraska Hardware Mutual Insurance Co. 
Netherlands Insurance Co. 

New Amsterdam Casualty Co. 

Newark Insurance Co. 

New England Insurance Co. 

New Hampshire Fire Insurance Co. 
Newport Mutual Fire Insurance Co. 

New York Fire Insurance Co. 

New York Underwriters Insurance Co. 
New Zealand Insurance Co., Ltd. 

Niagara Fire Insurance Co. 

Nodak Mutual Insurance Co. 

Norfolk and Dedham Mutual Fire Insurance. 
North British & Mercantile Insurance Co., Ltd. 
Northern Insurance Co. 

Northern Mutual Insurance Co. 

Northern Assurance Co., Ltd. 

North River Insurance Co. 

North Star Mutual Insurance Co. 
Northwestern Mutual Insurance Co., Seattle. 
Northwestern National Insurance Co. 
Norwich Union Fire Insurance Society, Ltd. 


Ohio Casualty Co. 

Ohio Farmers Insurance Co. 

Ohio Hardware Mutual Insurance Co. 

Ohio Security Insurance Co. 

Oklahoma Farm Bureau Mutual Fire Insurance (Co. 
Old Colony Insurance Co. 

Old Republic Insurance Co. 

Olympic Insurance Co. 

Oregon Mutual Insurance Co. 


Pacific Coast Fire Insurance Co. 

Pacific Employers Insurance Co. 

Pacific Indemnity Co. 

Pacific Insurance Co. of New York 

Pacific National Fire Insurance Co. 

Palatine Insurance Company, Ltd. 

Pan American Fire & Casualty Co. 

Patrons Mutual Fire Insurance Co., Michigan. 
Patrons Mutual Insurance Association. 
Pawtucket Mutual Insurance Co. 

Pearl Assurance Co., Ltd. U.S. Branch. 

Peerless Insurance Co. 

Penn Mutual Fire Insurance Co. 

Pennsylvania Fire Insurance Co. 

Pennsylvania Lumbermen’s Mutual Insurance Co. 
’onnsylvania Millers Mutual Fire Insurance Co. 


Pennsylvania Threshermen & Farmer’s Mutual Casualty Insurance Co. 


Peoples Mutual Insurance Co. 
Philadelphia Fire & Marine Insurance Co. 
Phoenix Assurance (Co. of New York 
Phoenix Insurance Co. of Hartford 
Pioneer Cooperative Fire Insurance Co. 
Pioneer Mutual Insurance Co. 
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Planet Insurance Co. 

Potomac Insurance Co. 

Preferred Fire Insurance Co. of Kansas. 
Preferred Insurance Co. of Michigan. 
Preferred Mutual Insurance Co. of New York. 
Preferred Risk Insurance Co. of Arkansas. 
Preferred Risk Mutual Insurance Co. of Illinois. 
Progressive Mutual Insurance Co. 

Protective Fire & Casualty Co. 

Providence Washington Insurance Co. 
Provident Insurance Co. 

Publishers Mutual Fire Insurance Co. 


Quaker City Insurance Co. 

Queen City Insurance Co. 

Queen Insurance Co. of America. 
Quincey Mutual Fire Insurance Co. 


Reciprocal Exchange. 

Reliable Fire Insurance Co. of Dayton. 
Reliance Insurance Co. of Philadelphia. 
Republic Indemnity Co. 

Republic Insurance Co. of Texas. 

Republic Mutual Fire Insurance Co. of Kansas. 
Reserve Insurance Co. 

Retail Lumbermen’s Inter-Exchange. 
Ketail Lumbermen’s Mutual Insurance Co. 
Richland Knox Mutual Insurance Co. 
Riverside Insurance Co. 

Royal Exchange Assurance. 

Royal Indemnity Co. 

Royal Insurance Co., Ltd. 

Rural Mutual Insurance Co. 


Safeguard Insurance Co. 

St. Louis Fire & Marine Insurance Co. 

St. Paul Fire & Marine Insurance Co. 

St. Paul Mercury Insurance Co. 

St. Paul Mutual Insurance Co. 

Seottish Union & National Insurance Co. 
Seaboard Fire & Marine Insurance Co. of New York, N.Y. 
Sea Insurance Co. 

Secured Insurance Co. 

Security General Insurance Co. 

Security Insurance Co. of New Haven 
Security Mutual Casualty Co. 

Security Mutual Fire Insurance Co. of Minnesota 
Security National Insurance Co. of Texas 
Selective Insurance Co. 

Sheboygan Falls Mutual Insurance Co. 
Shelby Mutual Insurance Co. 

South British Insurance Co., Ltd. 

South Carolina Insurance Co. 

Southern Fire & Casualty Co. 

Southern General Insurance Co. 

Southern Kansas Mutual Insurance Co. 
Southern States Insurance Exchange 
Southwest Casualty Insurance Co. 
Springfield Fire & Marine Insurance Co. 
Standard Accident Insurance Co. 

Standard Fire Insurance Co. of Connecticut 
Standard Fire Insurance Co. of New Jersey 
Standard Insurance Co. 

Standard Marine Insurance Co., Ltd. 
Standard Reliance Insurance Co. (Mutual) 
State Automobile Mutual Insurance Co. 
State Farm Fire & Casualty Insurance Co. 
State Mutual Cyclone Insurance Co. 








2566 THE INSURANCE INDUSTRY 


State Mutual Insurance Co. 
Statesman Insurance Co. 

Sterling Fire Insurance Co. 
Stettin Mutual Fire Insurance Co. 
Stuyvesant Insurance Co. 
Suburban Casualty Co. 

Sun Insurance Co. of New York 
Sun Insurance Office, Ltd. 
Sunshine Mutual Insurance Co. 
Superior Insurance Co. 

Swiss National Insurance Co., Ltd. 
Switzerland General Insurance Co. 


Tennessee Farmers Mutual Fire Insurance Co. 
Tennessee Insurance Co. 

Thames & Mersey Marine Insurance Co. 
Town Mutual Dwelling Insurance Co. 
Transcontinental Insurance Co. 

Transit Casualty Co. 

Transport Indemnity Co. 

Travelers Indemnity Co. 

Trinity Universal Insurance Co. 
Tri-State Insurance Co. 

Tri-State Mutual Insurance Co. 

Twin City Fire Insurance Co. 


Underwriters Insurance Co. 

Union Assurance Society, Ltd. 

Union Automobile Indemnity Association 
Union Insurance Co. of America 

Union Insurance Co. (Mutual) Nebraska. 
Union Insurance Society of Canton, Ltd. 
Union Mutual Insurance Co., Rhode Island. 
Union Mutual Insurance Co. 

Union Town Mutual Insurance Co. 
United Benefit Fire Insurance Co. 
United Fire & Casualty Co. 

United Public Insurance Co. 

United States Casualty Co. 

United States Fidelity & Guaranty Co. 
United States Fire Insurance Co. 
Universal Surety Co. 

Universal Underwriters. 

Upland Mutual Insurance Co., Inc. 

Utah Home Fire Insurance Co. 

Utica Fire Insurance Co. 


Valley Forge Insurance Co. 
Vanguard Insurance Co. 

Vernon General Insurance Co. and 
Vernon Fire & Casualty Insurance Co. 
Vigilant Insurance Co. 


Wabash Fire & Casualty Insurance Co. 

Wasega Mutual Insurance Co. 

Washington Fire & Marine Insurance Co. 
Wayne Mutual Fire Insurance Co. 

West Bend Mutual Fire Insurance Co. 
Westchester Fire Insurance Co. 

Western Assurance Co. 

Western Farm Bureau Mutual Insurance Co. 
Western Fire & Indemnity Co. 

Western Fire Insurance Ca of Fort Scott. 
Western Millers Mutual Insurance Co. of Missouri. 
Western Mutual Insurance Co. of Iowa. 
Western Reserve Mutual Casualty Co. 
Wisconsin Mutual Insurance Co. 

Wisconsin Retailer’s Mutual Fire Insurance Co. 
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Wisconsin Town Mutual Reinsurance Co. 
Wolverine Insurance Co. of Michigan. 
Wolverine Mutual Fire Insurance Co. 
Woodland Mutual Fire Insurance Co. 

Worcester Mutual Fire Insurance Co. 
Workmen’s Mutual Fire Insurance Society, Inc. 
Wyoming Farm Bureau Mutual Insurance Cos. 


Yorkshire Insurance Co. of New York. 
Zurich Insurance Co. 
MEMBERS OF UNIFORM FORMS COMMITTEE 


1958-59 


Chairman: E. S. Whitcombe, Assistant Manager, Hartford Fire Insurance Co., 
410 North Michigan Avenue, Chicago, Ill. 

L: N. Bowen, Associate Manager, National Fire Insurance Co., 175 West Jackson 
Boulevard, Chicago, Ill. 

E. B. Craven, Assistant Manager, Aetna Insurance Co., 300 South Northwest 
Highway, Park Ridge, Ill. 

L. V. Grady, Vice President and Secretary, Home Insurance Co., 175 West 
Jackson Boulevard, Chicago, Il. 

R. F. Jackson, Vice President, America Fore Group, 360 West Jacksen Boulevard, 
Chicago, Ill. 

J. G. McFarland, Vice President, National Union Fire Insurance Cos., 175 West 
Jackson Boulevard, Chicago, Ill. 

E. R. Sanborn, Vice President, Great American Insurance Co., 309 West Jackson 
Boulevard, Chicago, Il. 

F. W. Spalding, Vice President, Springfield Fire & Marine Insurance Co., 222 
West Adams Street, Chicago, Il. 

C. E. Stiehl, Western Manager, London & Lancashire Insurance Co., 223 West 
Jackson Boulevard, Chicago, Ill. 


1957-58 


Chairman: C. W. Ohlsen, Manager, Sun Insurance Office, 309 West Jackson 
Boulevard, Chicago, Ill. 

L. N. Bowen, Associate Manager, National Fire Insurance Co., 175 W. Jackson 
Boulevard, Chicago, Ill. 

H. A. Clark, Vice President, Firemen’s Insurance Co., 120 South LaSalle Street, 
Chicago, Il. 

E. B. Craven, Assistant Manager, Aetna Insurance Co., 300 South Northwest 
Highway, Park Ridge, Ill. 

R. F. Jackson, Secretary, America Fore Group, 360 West Jackson Boulevard, 
Chicago, Il. 

J. G. McFarland, Vice President, National Union Insurance Cos., 175 West 
Jackson Boulevard, Chicago, Il. 

D. H. Moore, Vice President, Home Insurance Co., 59 Maiden Lane, New York, 
N.Y. 

BE. R. Sanborn, Vice President, Great American Insurance Co., 309 West Jackson 
Boulevard, Chicago, III. 


E. 8. Whitcombe, Assistant Manager, Hartford Fire Insurance Co., 410 North 
Michigan Avenue, Chicago, Il. 


1956-57 
Chairman: C. W. Ohlsen, Manager, Sun Insurance Office, 309 West Jackson 


Boulevard, Chicago, Il. 


H. A. Clark, Vice President, Firemen’s Insurance Co., 120 South LaSalle Street, 
Chicago, Ill. 


*~. B. Craven, Assistant Manager, Aetna Insurance Co., 300 South Northwest 
Highway, Park Ridge, III. 

J. G. McFarland, Vice President, American Insurance Co., Rockford, Tl. 

a Moore, Vice President, Home Insurance Co., 59 Maiden Lane, New York, 
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Rk. H. Osborne, Assistant Manager, National Fire Insurance Co., 175 West Tack. 
son Boulevard, Chicago, Ill. 

R. F. Jackson, Secretary, America Fore Group, 135 South LaSalle Stree 
Chicago, Tl. ; 

E. R. Sanborn, Vice President, Great American Insurance Co., 309 West Jacks, 

Boulevard, Chicago, Ill. 

E. 8S. Whitcombe, Assistant Manager, Hartford Fire Insurance Co., 410 Now 
Michigan Avenue, Chicago, Il. 


1955-56 


Chairman: C. W. Ohlsen, Manager, Sun Insurance Office, 309 West Tackso, 
Boulevard, Chicago, IIl. 

H. A. Clark, Vice President, Firemen’s Insurance Co., 120 South LaSalle Stroy 
Chicago, Il. 

iE. B. Craven, Assistant Manager, Aetna Insurance Co., 300 South Northweg 
Highway, Park Ridge, Ill. 

J. G. McFarland, Vice President, American Insurance Co., Rockford, Ii), 

D. H. Moore, Vice President, Home Insurance Co., 59 Maiden Lane, New Yor 
N.Y. 

R. H. Osborne, Assistant Manager, National Fire Insurance Co., 175 West Jac. 
son Boulevard, Chicago, Ill. 

R. F. Jackson, Secretary, America Fore Group, 135 South LaSalle Streg 
Chicago, Ill. 

E. R. Sanborn, Vice President, Great American Insurance Co., 309 West Jacks 
Boulevard, Chicago, Il. 

E. S. Whitcombe, Assistant Manager, Hartford Fire Insurance Co., 410 Nort 
Michigan Avenue, Chicago, III. 


1954-55 


Chairman: C. W. Ohlsen, Manager, Sun Insurance Office, 309 West Jacksq 
Boulevard, Chicago, Il. 

H. A. Clark, Vice President, Firemen’s Insurance Co., 120 South LaSalle Stree 
Chicago, Il. 

E. B. Craven, Assistant Manager, Aetna Insurance Co., 300 South Northwes 
Highway, Park Ridge, Ill. 

J. G. MacFarland, Manager, American Insurance Co., Rockford, Ill. 

D. H. Moore, Vice President, Home Insurance Co., 59 Maiden Lane, Ney 
York, N.Y. 

R. F. Jackson, Secretary, America Fore Group, 135 South LaSalle Stree 
Chicago, Ill. 

E. R. Sanborn, Vice President, Great American Insurance Co., 309 West Jackso 
Boulevard, Chicago, III. 

E. S. Whitcombe, Assistant Manager, Hartford Fire Insurance Co., 410 North 
Michigan Avenue, Chicago, II1. 

C. L. Zook, Associate Manager, National Fire Insurance Co., 175 West Jackson 
Boulevard, Chicago, Ill. 


1953-54 


Chairman: C. W. Ohlsen, Manager Sun Insurance Office, 309 West Jacksw 
Boulevard, Chicago, Ill. 


H, A. Clark, Vice President, Firemen’s Insurance Co., 120 South LaSalle Street, 
Chicago, Il. 

E. B. Craven, Assistant Manager, Aetna Insurance Co., 300 South Northwest 
Highway, Park Ridge, IIl. 

J.G. McFarland, Manager, American Insurance Co., Rockford, IIl. 

D. H. Moore, Vice President, Home Insurance Co., 59 Maiden Lane, Nev 
York, N.Y. 

R. F. Jackson, Secretary, America Fore Group, 185 South LaSalle Stree 
Chicago, Ill. 

E. R. Sanborn. Vice President, Great American Insurance Co., 309 West Jackson 
Boulevard, Chicago, Il. 

E. S. Whitcombe, Assistant Manager, Hartford Fire Insurance Co., 410 North 
Michigan Avenue, Chicago, Il. 

C. L. Zook, Associate Manager, National Fire Insurance Co., 175 West Jacks 
Roulevard, Chicago, III. 


execuT 
HERM. 
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st Jack 


Stree 
Jackan WESTERN ACTUARIAL BUREAU 
) Nort ve 
Nort 222 West ADAMS STREET 
P.O. Box 1089 
H AGO 9O,ILL 
execuTive COMMITTEE 
HERMAN P. WINTER, Crarnman K.H. PARKER i. 
Jacks PAUL H. BARR, Vice CrAaiRMan 
May 26, 1959 
> Street 

Ir thwes 

ll, 

w York 
Mr. Donald P. McHugh, Counsel 

st Jack. Committee on the Judiciary 
Subcommittee on Antitrust and Monopoly 

Street United States Senate 
Washington, D.C. 
J 
acksa Dear Sir: 

O North In response to your request of May 20th we 
attach list of the membership of our Executive Committee 
as elected by the membership of this Association for 
each of the past five years. 

Jackson Election is for a three year term so that one- 
third of the Committee is elected annually. 

e Street 

This is the only Committee and we have no other 
orthwest standing or special committees, 

ne, New Yours very truly, 

» Street \ 

Jackson Vid yy Libs. 

Secretary / 
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Jackson 

e Street, 
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ne, New 

>» Street, 
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E.H. Forkel 

H.A. Clark 

E.A. Henne 

Clarke Smith 

C.W. Ohlsen # 
P.H. Barr 

P.S. Beebe 
Leonard Peterson 
Olaf Nordeng 

G.L. Pickens 

E.R. Sanborn 

M.E. Peterson 
Rush Carter 

Chas. E. Dox 

John G, McFarland 
W.L. Nolen 

E.D. Lawson 

R.B. Shepard 

E.R. Voorhis 

H.P. Winter 

Felix Hargrett 
T.B. Kelley 

N. O'Beirne, Jr. 
W. Spalding, Jr. 


éC.L. Zook, National Fire Ins. Co., 


* Company affiliation changed to National Union Ins, Co. 
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EXECUTIVE COMMITTEE MEMBERS 


National Fire Ins. Co. 
Firemen's Insurance Co, 
America Fore Group 
Royal Insurance Co, 

Sun Insurance Office 
Hanover Fire Ins. Co. 
Hartford Fire Ins. Co. 
Home Insurance Co, 


Automobile Insurance Co. 


Phoenix Insurance Co, 
Great American Ins. Co. 
Springfield F&M Ins. 
Aetna Insurance Co, 
London & Lancashire 
American Insurance Co.* 
North British & Merc, 
Fireman's Fund Group 
St. Paul Group 
Royal-Liverpool Group 
America Fore Group 
Home Insurance Co, 
Commercial Union Assur, 
Aetna Casualty & Surety 


Springfield Fire & Marine 
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THE UNIVERSITY OF NORTH CAROLINA 
CHAPEL HILL, NORTH CAROLINA 
January 30, 1945 


school of Law 
office of the Dean 


Honorable R. Gregg Cherry 
Governor of North Carolina 
Raleigh, North Carolina 


Dear Governor Cherry: 


I have the honor to submit to you herewith the report 
of the Commission on Revision of the Insurance Laws of North 
Carolina, of which I am Chairman. The members of the Commission 
have endeavored, by revision of existing statutes and proposals 
for new legislation, to provide North Carolina with a more 
adequate and up-to-date body of insurance law. The Commission 
makes no claim that the legislative proposals recommended are 
either complete in themselves or beyond criticism. It is the 
Commission's opinion, however, that, if enacted into law, these 
recommendations would protect the best interests of the people 
of this State. 


A Commission should be authorized to work for the 
next two years towards the possible completion by 1947 ofa 
revised code of insurance law for North Carolina. This has 


been accomplished in recent years in a number of progressive 
states. 


Too much emphasis cannot be placed on the need of 
additional funds for the Department of Insurance, if it is to 
be adequately equipped to carry out the onerous duties which 
are now imposed by existing laws and which woulda be greatly 
increased by the legislative proposals of the Commission. 


The attached report has the unanimous approval of 
the members of the Coumission, which hopes sincerely that the 


General Assembly will see fit to adopt the bills which are 
recommended. 


Respectfully yours, 


ROBERT H. WETTACH 
Chairman 
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TRUSTEES OF ANALYTIC SYSTEM 


P. D. McGregor 

J. W. G. Cofran 

J. H. Lenehan 

G. H. Lermit 

Charles H. Barry 
John J. Marshall, Jr. 
J. H. Carr 

J. M. Thomas 

E. W. Law 

E. A. Henne 

C. H. Smith 

S. M. Buck 
Charles W. Ohlsen 
P. S. Beebe 

Rush W. Carter 


Herman P. Winter 


Queen Insurance Company of America 
Hartford Fire Insurance Company 
Phoenix Insurance Company of Brooklp 
German American Insurance Company 
Pennsylvania Insurance Company 
Fireman's Fund Insurance Company 


Hartford Fire Insurance Company 


National Union Fire Insurance Compa 


Royal Insurance Company 
Continental Insurance Company 
Hartford Fire Insurance Company 
Great American Insurance Company 
Sun Insurance Office 

Hartford Fire Insurance Company 
Aetna Insurance Company 


Continental Insurance Company 
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REPORT OF THE COMMISSION ON REVISION OF THE 
INSURANCE LAWS OF NORTH CAROLINA 

On August 3, 1944, Governor Broughton appointed a commission of 
fifteen men, including representatives of the public and of various branches 
of the insurance business, for the purpose of making a full study of the 
insurance laws of North Carolina and of submitting recommendations to the 
next General Assembly. The realization of the necessity for the appointment 
of this commission resulted from two far-reaching decisions of the United 
States Supreme Court, on June 5, 1944. 

In the first of these cases, United States v. South-Eastern 
Underwriters Association, 198 stock fire insurance companies, members of 
the S.E.U.A., and 27 individuals, officers or members of the executive 
committee of the S.E.U.A., were charged with a conspiracy to fix and main- 
tain arbitrary and non-competitive rates on fire insurance in violation of 
Section 1 of the Sherman Antitrust Act, and with a conspiracy to monopolize 
trade and commerce in fire insurance in the states of Alabama, Florida, 
Georgia, North Carolina, South Carolina and Virginia, in violation of 
Section 2 of the Act. The lower Federal court sustained a demurrer to the 
indictment, basing its conclusion upon the holdings of the Supreme Court 
over a period of seventy-five years that the business of insurance is not 
comerce, either intrastate or interstate. 

The U. S. Supreme Court reversed the lower court and held that 
the business of insurance is commerce and when conducted across state 
lines is subject to the prohibitions of the Federal Antitrust Laws. 

In the second case, Polish National Alliance v. National labor 


Relations Board, a fraternal benefit society operating in twenty-seven 
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states, the District of Columbia and Canada, was held subject to the 
National Labor Relations Act. 

Governor Broughton, in appointing the present commission, » 
the following statement: 


"These decisions have created in the minds of State 
insurance supervisory officials, as well as company officials, 
much concern and uncertainty as to the future role the states 
are to have in the regulation of the business of insurance, 
Serious tax questions are likewise raised because of the 
Supreme Court's declarations with respect to the interstate 
character of insurance business. 


"Since the beginning of insurance business in America the 
regulation of such business has been deemed to be exclusively 
a state function. Decisions of the Supreme Court for over 
seventy-five years have sustained this view. States have 
exercised the right to regulate and tax such business, and in 
North Carolina the revenue from such taxes amounts now to 
approximately two and one-half million dollars per year. 


"Undoubtedly state regulation is infinitely to be preferrei; 
provided such regulation is adequate, firm and in the public 
interest. Since the two Supreme Court decisions were mnderei, 
recently the Attorney General of the United States has an- 
nounced that his department will for the present refrain fron 
further action with respect to insurance companies and their 
method of regulation, until such time as it can be ascertained 
what provisions with respect to regulation are proposed or in 
effect in the respective states. 


"Unfortunately for North Carolina, while we believe over- 
whelmingly in state regulation, we do not have laws which 
provide adequately for such regulation. Under the law of this 
state the Commissioner of Insurance has no power to fix or 
regulate any insurance rates. In two classes of risks, work- 
men's compensation and certain automobile hazards, all companie: 
writing these classes of business in this state are required to 
become members of the Rating Bureau provided by law, and the 
rates promulgated by such bureau may not be made effective 
until same have been submitted to and approved by the Commis- 
sioner of Insurance, who acts as chairman of the governing 
bureau. Except for these two classes of risks in which power 
is indirectly vested in the Commissioner, the Commissioner of 
Insurance in North Carolina has no power to fix or regulate 
any insurance rates. 


recent 


laws Oo 


study 


Govern 


follow 
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+ the "The only power which the Commissioner in this state has 
in respect to rates other than the two classes above referred 
to, is that all companies writing such lines including all 
forms of life insurance and fire insurance and all casualty 
risks, excepting the above, are required to file with the 

On, w Insurance Department copies of all rates, rating schedules 
and the manuals applicable to such lines of insurance in use 
in North Carolina. However, such rates, rating schedules and 
manuals are not subject to the approval of the State Insurance 
Department. The Commissioner does have power to prevent dis- 

als, crimination as between individuals or concerns who carry 

tes insurance, but he has no power to fix or regulate rates. 


“Undoubtedly the Commissioner of Insurance of this state 
2 should by adequate legislation be given full power to fix 
and regulate insurance rates in North Carolina, with full 
provision for effective enforcement. The knowledge that 
existing laws do not contain such provisions comes with 


the " 
some surprise. 
ely oe 
F While Governor Broughton acted in view of the Supreme Court's 
L in recent decisions concerning insurance, a study and revision of the insurance 


laws of North Carolina has been long overdue. The decisions rendered such 


Perrei; study and revision imperative. 


A Thirty years ago, on January 7, 1915 the Honorable Locke Craig, 

? 

, rnor of North Carolina, addressed the General Assembly in part as 

Pron Gove: 

bir follows: 

ained 

r in "The law regulating fire insurance should be amended. The 
rate of insurance which the people of the State must pay and 
the rules regulating the insurance business are now fixed by 

ver- the Southeastern Underwriters' Association. This monopoly 
controls the insurance of the South. There is no competition. 

this The protection from fire of our homes and families, of our 

or property and industry is a necessity. We must have insurance, 

ork and we must take this insurance under the present law, from 

o . @ monopoly exercising its powers unrestrained by law......... 

to "The last General Assembly appointed a committee to 

e 

mis- 

g 

ower 

r of 
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investigate the working of those companies as affecting 
the people of North Carolina. This committee found that 
rates are not uniform, and in many instances too high, and 
that the rules of insurance are not equitable and just. 

I send to you the report of this committee. However, this 
may be, this monopoly is a public service concern. 


“The Insurance Department has been ably managed 
and wisely managed by the Insurance Commissioner. He needs 
more power that he may serve the people more effectively, 
and exercise a control over this monopoly just as our 
Corporation Commission exercises control over the railroads 
and the other public service corporations of the State. The 
individual citizen has not the power to deal with it on 
equal terms, and to assert his rights. He must accept the 
terms proposed or be deprived of necessary protection. 
The State alone can deal with this monopoly, and the State 
will be derelict in her duty if she longer allows these 
corporations to fix insurance rates and to control without 
supervision the insurance business by their arbitrary and 
unlimited power. 


"The General Assembly should confer upon the Insurance 
Commissioner the power to fix maximum rates, and provide by 
statute for reasonable rules and for uniform rates on each 
class of property. At present the Southeastern Underwriters 
Association, the representative of the combined insurance 
companies of the South, has the power to fix the terms of 
the contract between those companies and the people of the 
State. Millions of dollars are involved in this contract, 
and if this monopoly, representing foreign corporations, 
treat the people of North Carolina with justice and equity, 
it constitutes the one exception in all of our business 
experience. The people should have a voice in this contract. 
The Insurance Commissioner should have the power to repre- 
sent them, and to speak for them. Every argument against 
State supervision and control of insurance has been made 
against the control of every monopoly. The fallacy of all 
has been demonstrated by the logic of experience." 


The present commission has proceeded on the assumption that the 
recent decisions of the U.S. Supreme Court do not preclude state taxation m 
regulation of the insurance business. This view has been recently sustainei 
by the President of the United States. In a letter to Senator Radcliffe of 


Maryland, dated Jenuary 2, 1945, and made public on January 8, President 
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Roosevelt said: 


"There is no conflict between the application of the 
antitrust laws and effective state regulation of insurance 
companies and there is no valid reason for giving any special 
exemption from the antiturst laws to the business of 
insurance . 


"The antitrust laws do not conflict with the affirmative 
regulation of insurance by the states, such as agreed 
insurance rates, if they are approved affirmatively by 
state officials." 

This viewpoint is in line with a statement made by Attorney 


General Biddle, as appears in the Congressional Record of June 23, 1944: 


" 
. 


. . I have not been asked, nor has anybody in the 
Department of Justice considered taking any action against 

any insurance company or group of insurance companies until 

the States have had an opportunity to consider to what extent 

they may wish to amend their laws or until the Congress of 

the United States has had a full opportunity of considering 

whether Congress wishes to amend a Federal Statute . 

the Department has .. . determined to give every reasonable 

time for the States and companies and the Federal Government 

to take such action as they might deem appropriate .. ." 

Acting upon the assumption that adequate state regulation, particu- 
larly with reference to the making of fire insurance rates, is necessary if 
North Carolina is to protect itself and its citizens, the commission began its 
meetings in August and, after four months of study, has decided upon a number 
of important recommendations. The commission was organized into four sub- 
committees: (1) Organization of the Insurance Department, (2) Regulation of 
Rates, (3) Regulation of Insurance Companies and Agents, and (4) Drafting. 

At this point special reference should be made to the invaluable cooperation 
and assistance of the Commissioner of Insurance, Mr. Hodges; the Deputy 
Commissioner, Mr. Humphries; and the Department Actuary, Mr. Woolery. Without 


the expert knowledge and judgment of these men the work of revising the 
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insurance laws would have been not only too burdensome and intricate but 
could never have progressed as far in the short period of time alloted to 
the commission. In New York, Illinois, and other states similar Commission, 
have had a minimum of two years in which to prepare a revision. 

The subcommittees met frequently and tried, in the first place, 
to fill in gaps in our present laws, to correct inconsistencies and to pr. 
vide orderly arrangement. Thus, a good deal of the work is in the form of 
amendments. On the other hand, some of the recommendations resulted in th. 
drafting of new statutes. The subcommittees reported to the full commissig 
which in turn gave thorough consideration to the various proposals. Publir 
hearings have been held and the commission has thus had the benefit of 
securing the reactions, both favorable and unfavorable, of representatives 
of the public and of the insurance industry. 

The commission, working through its subcommittees, had three 
principal objectives: (1) an adequately organized Department of Insurance; 
(2) a fair system of rate regulation, and (3) improved regulation and contn 
of insurance companies and agents. While the experience of such states as 
Illinois, New York, Maryland, Texas and Virginia was drawn upon, the commis} 
always had in mind North Carolina conditions and the application to those 
conditions of any proposed changes. As chairman of the commission, I can 
testify that the members of the commission who represented the insurance 
industry were impartial and objective in discussions of matters which affect 
their interests and at all times kept in view the public welfare. ‘Thus, th 
report of the commission combines the expert technical assistance of the st 


of the Department of Insurance with the judgment of representatives of the 


public 


insure 
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public and of the insurance industry all interested in securing adequate 


but 

4 to insurance lgeislation for the people of North Carolina. 

issicy As Governor Locke Craig stated thirty years ago, the Insurance 
Department represents the people of North Carolina in dealing with the 

ace, insurance industry. The Commission urges that the General Assembly provide a 

© Dr. strong Department as @ necessary means of providing effective service to the 

rm of people. ‘The Commission in its work has had opportunity to observe the handi- 

in the caps under which the Insurance Department now labors as a result of the lack 

missing of adequate financial support to enable it to perform the numerous duties 


Public imposed upon it by existing law. Obviously, if the Department is to protect 


the public interest by carrying out the greatly increased functions delegated 


f 

tives to it under the proposed amendments, then the legislature must provide a sub- 
stantial increase in funds for the Department's operations. A failure to do 

e so will completely nullify the benefits of this legislation. 

ance; Before summarizing the principal recommendations of the Commission, 

L cont word of caution is necessary. This is not a complete revision of the insurance 

08 laws of North Carolina. Many sections of the existing statutes have not been 

commisai: touched. In view of the shortness of time the Commission sought to deal only 


‘hose with matters of major importance. It is realized that there is still much 
to be done before North Carolina will have a modern, integrated insurance code. 


nes In the opinion of the Commission, further study and revision is necessary, 


L affects and it is recommended that a commission be designated to continue the study 


——" which the present commission has begun and to complete the revision of the 
, > 


the stat insurance laws of North Carolina for presentation to the General Assembly 


sf the in 1947. In the next two years there will be a clarification, either by 


Congressional action or judicial decision, of the present uncertainty as to 
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the State's function in the regulation and taxation of the insurance bus iney 
Meanwhile, North Carolina must proceed on the theory that it has the power 
to tax and regulate, and on that theory the present recommendations in 
statutory form are submitted to the General Assembly now in session. 
Accompanying this report are eleven separate bills which the 
Commission has drafted and unanimously recommends for adoption, as follows: 
1. Workmen's Compensation and Automobile Insurance. The Compense. 
tion Rating and Inspection Bureau of North Carolina was established by the 
Workmen's Compensation Act to fix rates for workmen's compensation insurang 
in this state. The North Carolina Automobile Rate Administrative Office wy 
established as a bureau to fix rates for automobile bodily injury, property 
damage and collision insurance. Both bureaus are operated under the same 
manager, subject to the supervision of the Commissioner of Insurance. Simi 
amendments are recommended as to both bureaus in order to provide procedura] 
protection to persons affected by any rates promulgated by the bureaus. sy 
persons are to have a hearing of their complaints before the bureau concern 
the Commissioner is authorized, after a hearing, to order a revision of raty 
which are excessive, inadequate, unreasonable, unfairly discriminatory or 
otherwise not in the public interest; and, review of any orders or decision 
of the Commissioner may be had by appeal in the Superior Court of Wake Cou} 
In case of assigned risks in the workmen's compensation field, 
there is an amendment to provide that the carrier designated by the manager 
to carry the assigned risk shall be bound immediately upon receipt by the 
Compensation Bureau of the amount of the premium. This will prevent a situ 
where an employer may be without insurance although he is ready and willing 


to provide such coverage. 
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2, Rates 

(a) Fire insurance rates. The Commission recommends the estab- 
lishment of @ statutory fire insurance rating bureau. All fire insurance com- 
panies doing business in North Carolina are required to be members. This bureau 
will make rates for fire insurance and allied lines. Such rates, before being 
ysed in the State, will be required to be submitted to and approved by the 
Commissioner who will have the authority under the proposed law to investigate 
the necessity for a reduction or increase in rates, and, following such investiga- 
tion, issue orders calling for a reduction or increase in rates based upon his 
findings. Provision is made for individual companies to deviate from rates 
fixed by said bureau where _the experience of the company is such that the devie- 


aageve a" “0 


tion is justified and approved by the Commissioner of Insurance. Provision is 
iitidl made for hearings before the Commissioner by the company or any insured. 
All orders of the Coumissioner are subject to review on appeal to the Superior 
Court of Wake County. The fire insurance rating bureau law is modeled on the 
present Virginia law, which has resulted in substantial reductions in fire 
insurance rates in that state. 

(bd) Casualty, fidelity and surety rates. The Commission recom- 
mends the adoption of provisions regulating the fixing and application of casualty, 
fidelity and surety rates by rating bureaus to be licensed by the Department. 
No rate may be used in North Carolina by any company until it has been submitted 
to and approved by the Commissioner. Provision is made for the correction of 
excessive, inadequate, unreasonable or discriminatory rates upon an order of the 
Commissioner. The right of an individual insurance company to deviate from the 


rates filed op its behalf by a rating bureau licensed under the act is preserved, 


the company being required to show, however, that the deviation requested is 
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justified by experience, subject, however, to the approval of the Commise;, 
Provision is made in the proposed bill for hearings to be held by the Cog, rewri 
sioner on matters involving the application or charging of a rate, anda Sf 8¢ 
orders issued by the Commissioner are subject to review on appeal to the after 
Superior Court of Wake County. 

3. Accident and Health Insurance. The third bill carries an amy *™' 
ment to the existing standard provisions for accident and health policies, °™a 
whereby the rights of the insured are enlarged and the right of the insu», and, ¢ 
to escape liability is restricted. Industrial sick benefit, and blanket carol 
and group accident and health insurance are carefully defined, with appro, the pr 
restrictions applicable to each type of insurance. statut 

4. Life Insurance. The new Standard Valuation Law and the ney panies 
Standard Non-Forfeiture Law, commonly known as the Guortin Bill and alreg ™* * 
adopted in some sixteen states, are recoumended. The Standard Valuation, * * 
provides for the use of mortality tables reflecting modern experience, or 
tables are very different from those shown by such tables as the America 
Experience Table compiled in 1868 and still in use in North Carolina, m% ™*%* 
new tables are based on experience as recent as 1941. ‘The new Valuation) a? 
will not increase the reserves appreciably for the average company but mi often 
reserves will vary from the present basis by ages and plans. Cater 
The new Non-Forfeiture Law provides minimum values to the — 


policyholder in the event of the lapse of his policy and provides a form me 


which will give more equitable values at various ages and plans. ‘These ae 


in 
minimm values are based on a moré accurate measure of mortality, interest 
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* deposit 


and expense. In some cases larger withdrawal benefits will be guaranteci 


than present policies provide. 
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The provisions in regard to registered policies have been 
rewritten to simplify the operation of registering them and the keeping 
of securities for the reserves of such policies. The new laws provide that, 
after January 1, 1947, no new policies shall be registered by the Commissioner. 

5. Fire Insurance. The proposed bill prohibits a licensed company 
from assuming reinsurance on property in this state from an unlicensed 
company; sets certain limitations on the size of risk a company may assume; 
and, adopts the 1943 New York Standard Fire Insurance Policy as the North 
Carolina Standard Form. The new policy form has the effect of liberalizing 
the present form which was adopted by the General Assembly in 1915. Old 
statutory provisions for the purchase of fire insurance coverage from com- 
panies not licensed to do business in North Carolina, when such coverage is 
not available through licensed companies, have been retained but the law has 
been rewritten so as to provide the same facility with respect to casualty 
coverages. 

6. Foreign and Alien Insurance Companies. This bill rewrites the 
present statutes relating to the admission of foreign and alien insurance 
companies, the principal change being the application of the same test for 
admission as ia required to be met by a newly organized domestic company. 
Under the present statutes only stock fire and stock and mitual casualty 
companies are required to make deposits upon admission to do business in 
the state. The proposal of the Commission is to require deposits of all fire 
and casualty companies. The Commissioner is authorized to require deposits 
in excess of the statutory amounts when in his opinion such is necessary for 
the protection of the public interest. The present law requires the actual 


* depositing of specified securities, while the Commission's proposal will 
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permit a company in lieu of such deposit to file a surety bond executed by 
@ company licensed to do business in North Carolina. 

7. Organization and Regulation of Insurance Companies. The sevent, 
bill prescribes in detail what are deemed to be proper requirements for the 
organization of new insurance companies to engage in the various types of 
insurance, all of which are carefully defined therein. Such requirements 
relate to the amounts of capital and surplus for the different kinds of ogg. 
panies. Explicit detailed restrictions are placed around the investment of 
insurance company funds, the existing law being remarkably deficient in this 
regard. Provisions are included that will require fair and equitable treaty, 
of North Carolina policyholders in the payment of dividends. 

8. General Regulations. The eighth bill relates to the general 
regulations of insurance. It carries nine sections amending the existing 
regulations. The more important features of these amendments are as follow: 
(a) a provision forbidding the insuror to require the insured to maintain 
additional insurance on the property insured, and limiting the use of a co. 
insurance clause; (b) a provision forbidding discrimination in rates through 
use of any plan of group insurance on property; (c) a provision requiring the 
insuror to furnish proofs of loss; (d) three sections greatly strengthening 
the requirements as to unearned premium and loss reserves for different types 
of insurance companies; (e) two sections limiting the amount of single risks 
that may be assumed by different types of insurance companies; (f) a section 
giving the Commissioner supervision over contracts of reinsurance, and other. 
wise restricting such contracts for protection of policyholders. 

9. Embezzlement by Agents. The ninth bill amends the criminal 


law section of the General Statutes which makes embezzlement by insurance agent 
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or brokers the crime of larceny. The amendment proposed by this bill goes 
gurther and is designed to protect the public against defaulting insurance 

\ agents and brokers, by requiring their companies having knowledge of such 
jefaults promptly to report the facts to the Insurance Commissioner. By this 
neans the Commissioner will be put in position to take immediate steps for 
protection of the public, instead of the matter's being left to private settle- 

. pent between the defaulter and his company. The amendment expressly protects 
the companies and their officers from liability for the making of such reports 

. in good faith. 


ment 10. Organization of the Insurance Department. The Commission 


recommends the enlargement of the insurance department in North Carolina 
ynich, through the Commissioner as executive head, shall have powers adequate 


to the administration of a modern state insurance law. 


WB: New sections provide general definitions; require that orders of 
the Commissioner shall be in writing; set out the powers and duties of the 
; Comissioner, including the power to make rules and regulations; make pro- 
e vision for examinations and investigations of companies and agents, for hearings of 
the charges after due notice to those concerned and for judicial review of orders 
g and decisions of the Commissioner in the Superior Court of Wake County. 
pes The creation of an insurance advisory board is recommended. This 
ks advisory board is authorized to consider and make recommendations to the Com- 
on uissioner concerning such matters as he may bring before the board. Im the 
ers 


transition period mead with the greatly increased responsibilities placed 
upon the Commissioner, such a board should prove most useful in the work of 
the Insurance Department, particularly in assuring protection of the public 


ages interest. 


47932 O—60—pt. 5 3 
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ll. Re tion of ts. The eleventh bill relates to regula. 
tion of insurance agents and their activities. It carries five principa) 
amendments to the existing law, the substance of which is as follows; (a) 

@ provision designed to prevent discrimination through the licensing of ay 

agent whose primary object is to write insurance for himself and those Closely 
associated with him, thereby obtaining preferential rates; (b) a section ae 
preventing certain licensed agents from paying commissions to non-residents 

or to any unlicensed resident; (c) a section limiting the licensing of non. 

resident brokers; (d) a section forbidding any type of discrimination in the 

writing of insurance; (e) a section enlarging the Commissioner's power to 

revoke licenses of companies and their agents who violate the various restri:. 

tions imposed. The remaining amendments included in this bill are designed 

to clarify the existing law, remove conflicts and repetitions, and otherwige 


improve the language thereof. 


Malcolm McDermott, Vice Chairman Respectfully submitted, 
W. Franklin Taylor 
Brandon P. Hodges For the Commission 
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State of North Carolina 
Ausurance Department 


Raleigh 
nly 
CHARLES F. GOLD i REPLY PLEASE 
commissioner OF INSURANCE RErER TO 
August 12, 1959 
e 
‘Le. 
TO ALL COMPANIES LICENSED TO WRITE EXTENDED COVERAGE 
l INSURANCE IN NORTH CAROLINA: 
se SUBMIT TO EXECUTIVE OFFICER 


It is requested that the attached questionnaire be completed 


and returned to the undersigned Commissioner promptly. 


Charles F, Gold re t 


Commissioner of Insurance 


CFGspa 
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Aucust 12, 159 


ihe availability or Fire and ixtended Coverage to all pronerty owners in iors 

Carolina is essential. Because of unfavorable loss experience and a restricts 
market for Extended Coverage in the Coastal Area of North Carolina rates were 
revised Februsry 2, 1959, and a new territory established in Zone I known as the 
"Beach Area" end identified as follows: 


"Localities south and east of the Inland Waterway, from the ‘outh 

Carolina line to Fort Macon (Beaufort Inlet), thence south and east 
of Core, Pamlico, Roanoke and Currituck Sounds to the Virginia line 
being those portions of land generally known as the "Outer Banks," 


Following the rate revision reports have been received that sove companies hay 
increased the writing of Extended Coverage on property in the Peach Area, Reports 
have also been received that other companies have not done so and have cance)}e 
coverage in that area. The undersigned Commissioner believes it only fair tha 
all companies carry their proportionate part of Extended Coverage insurance in the 
Beach Area. Accordinesly, under authority of North Carolina General Statutes 
58-25 and 58-25.1, all companies writing Extended Coverage in North Carolina ay 


requested to promptly answer the following questions. 
whet 


Insurance 





Commissioner 0 


l. a. Was your company writine Extended Coveraze on property located 
in the Beach Area of Zone I prior to January 1, 1957? Yes___ No 


b. How many agencies in Zone I servicing Beach Area January 1, 1957? 
- August 1, 1959? : 


2. If the answer to ‘tiestion 1 (a) is yes, are you now operating in the 
Beach Area? Yes No 


3. If the answer to Question 2 is no, when did your company withdraw’ 





Ll. ive your comoany's total vremium for Extended Coverage for 
a. State of North Carolina as of January 1, 1959 
b. Zone I as of January 1, 1959 
c. Beach Area as of January 1, 1959 

5. Give your company's total premium for Extended Coverare for 
a. State of North Carolina as of July 1, 1959 
b. Zone I as of July 1, 1959 


c. Beach Area as of July 1, 1959 
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NORTH CAROLINA 
BEFORE THE COMMISSIONER OF INSURANCE 

WAKE COUNTY 

IN THE MATTER OF A FILING BY : REQUEST BY NORTH CAROLINA 
THE INSURANCE COMPANY OF NORTH ~ : FIRE INSURANCE RATING BUREAU 
\MBRICA FOR DEVIATION IN CERTAIN — : FOR REHEARING AND REVIEW OF 
FIRE AND EXTENDED COVERAGE RATES DECISION OF THE COMMISSIONER 
AND HOMEOWNERS POLICIES : ENTERED ON DECEMBER 10, 1958 


This is a request by the North Carolina Fire Insurance Rating Bureau for a 
rehearing and a review of the decision of the Commissioner of Insurance entered in this 
matter on December 10, 1958, and, it is filed pursuant to the authority of General Statutes 
$§-131.5. That Section says in pertinent part 

“Within thirty (30) days after receiving written notice of any 

such order or finding any person affected thereby may request a 

rehearing or review thereof before the Commissioner by filing a 

written request setting forth a summary of the reasons therefor. ' 


SUMMARY OF THE REASONS FOR REQUEST 
FOR REHEARING AND REVIEW 


1. Reason for Bureau appearing as a party protestant 

The applicant, The Insurance Company of North America, seeks to secure 
the approval of the Commissioner of Insurance of the proposal by that Company that for a 
period of one year, it sell in North Carolina fire and extended coverage policies on certain 
limited classes of property (selected by the applicant Company) and Homeowners policies at 
rates 10% below the rates which have been established for all companies doing business in 
North Carolina. The North America Company has not sought a general rate reduction 
applicable to all companies. Clearly this is a move which is designed to give and which 


inevitably will give to the North America Company for a period of one year a substantial 
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competitive advantage over all other companies writing similar insurance in North Caroling 
at undeviated rates 

All companies (except those exempted by Statute) writing fire insurance jp 
North Carolina are required to be members of the North Carolina Fire Insurance Rating Burea, 
The North America Company is a member of that organization. This petition by the Bureay j 
the first paper to be filed by the Bureau in this cause which is in the nature of a pleading, 
Therefore, it seems that the first reason to be given for this request is the reason why the 
Bureau is here at all, in a matter which appears on its face to be a competitive problem 
between member companies 

The Bureau is a creature of the North Carolina Statute, G. S., Chapter 58, 
Article 13, Section 125-131.9. "It is charged with the responsibility of making and filing 
rates, rating plans, classifications, schedules, rules and standards for fire insurance, 


" 


subject to the approval of the Commissioner."' That language was used by the Supreme 


Carolina Fire Insurance Rating Bureau in Review of Experience - Fire Insurance 1950-1954, 
inclusive," (245N. C. 444 at 445 - February 1, 1957). 

The Bureau has concluded that the duty imposed on it by the North Carolina 
Statute of preparing rating plans, etc., by necessary implication, includes a duty to 
exercise its best judgment in proposing rates and rating plans which are sound and proper 
and reasonable under all of the circumstances. The Bureau concludes that there is, by 
necessary implication, a real duty on the Bureau to oppose proposed rates, rating plans, 


etc. which, in the Bureau's best judgment, are unsound, improper, or unreasonable under 


all of the circumstances. It may be that the Bureau is wrong in this concept. But, as long 
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as the Bureau holds that concept, it is the duty of the Bureau to act on it 

The Bureau is of the opinion that its duty even requires that it respectfully 
point out to the Commissioner any matters which he may have overlooked in the writing of 
his decision, any additional matters which have a substantial bearing on his decision, and 
any errors which the Bureau thinks that the Commissioner has made in his decision. 

The Bureau is of the opinion that in his decision of December 10, 1958, the 
Commissioner overlooked certain pertinent facts in the record; that there are other facts which 
were available from the formal written annual statements of the North America Companies, 
about which the witness for North America was cross-examined, and to which the Commiss- 
joner gave no apparent consideration; that the Commissioner made some erroneous findings 
of fact; that the Commissioner made some erroneous conclusions of laws; and that the 
deviations approved by the Commissioner are detrimental to the reasonable and proper 
regulation of insurance rates and insurance companies, are detrimental to the public, 
seriously threaten to destroy rather than to increase competition between companies, and 
are unreasonable under all of the circumstances. That is the reason for the filing of this 
request for rehearing and review. 

The reasons why the Bureau believes that the Commissioner's opinion of 
December 10, 1958 should be changed are summarized below. 


Il. Summary of reasons for reversal or change of decision of 
December 10, 1958 as it relates to fire deviations 


1. We shall first set forth briefly the basic position of the Bureau on this 
particular matter. It appears clear that the regulation of insurance as set forth in Chapter 
58 of the General Statutes of North Carolina is undertaken by the State for four primary 


purposes: 
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(a) To make fire insurance protection readily 





available in every case where it is needed 


Deviatio 
in North Carolina. goceeds 
(b) To make reasonable provision for the soundness such dev 
of the protection to the insureds by the soundness ' 
circumst 
of the North Carolina operations of the companies all the ci 
writing insurance in North Carolina. North An 
(c) To insure that rates are not unduly high and there- 
fore not unfair to the public the Comi 
(d) To insure that persons similarly circumstanced experienc 
shall pay the same amounts for insurance, that is, preceding 
to prevent unfair discrimination between insureds. 

One of the basic and obvious objectives of the State of North Carolina, rate reduc 
as expressed in its Statute, is that the rates prescribed by the Commissioner must be sy} of that co 
as will reasonably afford to the writing companies an assurance of securing from those made a re 
rates sufficient money to pay all losses, pay all reasonable expenses, and have a the comp 
reasonable profit. The Statute specifically says, G. S. 58-131.2, with relation to the it propose 
fixing of rates by the Commissioner after investigation 

“If upon such investigation it appears that the rates charged not met a 

are inadequate and are not producing a profit which is fair and 1953-1957 

reasonable, he shall order such increase of rates as will produce all of thei 

a fair and reasonable profit.'"' (Emphasis added) extended ¢ 

been in ef 
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The very next Section, G. S. 58-131.3 is the one which authorizes 
Deviations and is the Section under which the Insurance Company of North America 
proceeds here. That Section says that the deviation shall be permitted only "provided 


such deviation is approved by the Commissioner as being reasonable under all the 


circumstances." (Emphasis added). It would seem inescapable that "reasonable under 
circumstance®. 


all the circumstances" requires a finding by the Commissioner that the deviated rates of 
North America will result in "a fair and reasonable profit" to that Company. 

The Section referred to above, G. S. 58-131.2, provides that in fixing rates 
the Commissioner shall give consideration "in the case of fire insurance rates, to the 
experience of the fire insurance business during a period of not less than five years next 
peceding the year in which the review is made." 

It is the basic position of the Bureau in this case that in no event should a 
rate reduction, a deviation, be granted to any company where it appears from the experience 
of that company over the preceding period of five years, either (a) that the company has not 
made a reasonable profit on all of its fire insurance business in North Carolina, or (b) that 
the company has not made a reasonable profit on the selected classes with respect to which 
it poposes to deviate. 

It is the basic contention of the Bureau in this case that North America has 
not met and cannot meet either of those requirements; that the five year experience, 
1953-1957, inclusive, of the North America Companies shows that in North Carolina on 
all of their fire insurance underwriting they have lost money, that on the combined fire and 
extended coverage they have lost much more money and that if the proposed deviations had 
been in effect during that period they would have lost a great deal more; that, with respect 


to the proposed deviated classes, the experience of five years shows that had the proposed 
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deviations been in effect throughout the five years, the companies would have lost money 
on extended coverage, would have lost money on fire insurance, extended coverage ang 
Homeowners combined, and that on fire insurance alone for the deviated classes the Profit, 
after deviation, would have been less than one-fourth of the minimum standard profit 
regarded universally as necessary for sound insurance writing. 

2. The North Carolina experience as reflected by the annual statements of 
the Insurance Company of North America (and its absorbed affiliate) to the Insurance 
Commissioner on all fire insurance business done by those companies for the period 


1953-1957, inclusive, the last five years covered by such reports, disclosed that on 


premiums earned and loss incurred basis (the standard basis for the business) the premiyn | 


earned amounted to $2, 607,517.00, the losses incurred amounted to $1, 542, 639.00, whig 
produced a loss ratio of 59.2%. The companies‘ expense ratio in North Carolina on the 
favored deviated classes was 41.6%. The companies’ country-wide expense ratio on its 
fire business generally was 45.8%. By the general rule used in Bureau rate adjustment 
recommendations, the allowable expense is not more than 44% (50% minus 1% for 
catastrophe and 5% for profit). Therefore, it appears that on any basis of computation of 
expenses the Insurance Companies of North America lost money on their fire insurance 
business. It follows, of course, that had the deviations requested by North America in 
this proceeding or any of them been in effect during the five years, the loss of North 
America would have been greater. 

3. The North Carolina experience figures for North America for the past 
five years for extended coverage shows that the premiums eamed were $480,005.00, the 
losses incurred were $505, 838.00, producing a loss ratio of 105.4%. It therefore appears 


that for the past five years the Insurance Companies of North America lost money on 
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their extended coverage. Had 10% deviations been in effect for those five years, the loss 
would have been greater. 

4. The North Carolina experience figures of North America Companies for 
all of its fire and extended coverage for the past five years shows that premiums earned 
were $3, 087, 522.00, losses incurred were’ $2, 048,477.00, producing a loss ratio of 
66.35%. Therefore, itis obvious that for the past five years the Insurance Companies of 
North America lost money on their fire and extended coverage combined. 

5. North America losses on fire insurance business were not confined to 
North Carolina. Generally for more than three years throughout the country North America 
has been losing money on its fire insurance business. On Page 18 of the 166th Annual 
Report of the Insurance Company of North America for the year 1957 figures are given for 
five years experience, 1953 through 1957, and disclose that premiums earned amounted to 
$356, 622, 897 .00, claims incurred amounted to $190, 552, 286; and underwriting expenses 
incurred amounted to $170, 587, 806.00, producing a statutory underwriting loss for each 
of the years 1955, 1956 and 1957, or an over-all statutory underwriting loss for the five 
year period of $4,517,195.00. With respect to the general insurance situation the 
President of the North America Companies, Mr. John A. Diemand, said on Page 7 of the 
Report “With loss ratios at current levels, an underwriting profit cannot be anticipated. 
Those who pass upon rate increases should consider current and projected underwriting 
experience and revised rates should be pitched at levels calculated to produce a minimum 
underwriting profit of 5%."" (Emphasis added) 

6. North America seeks to deviate on its best classes only, regardless of 
the very high losses on its remaining classes. Out of 115 classes of fire insurance, North 


America proposes to deviate with respect to 32 classes. 
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For the past five years the fire premiums earned on the deviated classes have Constituteg 
56. 3% of all the North America fire premiums earned in North Carolina. North Americg 
has submitted by its witness in this case figures which it compiled as to the premium 
losses and expenses related solely to the deviated classes. From those figures it appears 
that the loss experience with respect to the deviated classes has been better than the 
experience with respect to all of the fire business, namely, 50.6% for the deviated classe, 
compared with 70.2% for the remaining classes. North America has sought to deviate, nor 
with respect to all insurance which it writes in North Carolina, but only with respect to 
certain favored or preferred classes. 

7. The Commissioner has found in his decision that for the years 1953 
through 1957 on North Carolina fire and extended coverage combined for the deviated 
classes, the company had an earned and incurred loss ratio of 65.8% and an expense 
ratio of 41.6%. On the combined business of fire and extended coverage the companies 
lost money. If deviations were granted on fire and extended coverage combined the loss 
would be greater. The Commissioner denied deviation on fire and extended coverage 
combined. 

8. The Commissioner found that from the company's testimony, the 
company's extended coverage loss experience was 125.3% on the deviated classes. If 
expenses should be added to this, the loss of money would be very great. The Commiss- 
ioner denied deviation on extended coverage. 

9. With respect to the companies’ fire loss experience for North Carolina 
on the deviated classes alone for the years 1953 through 1957, the Commissioner found tha 


its loss ratio was 50.6% and that the expenses amounted to 41.6%. The Commissioner 
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thereupon concluded "it is clear that a profit can be anticipated even at a deviated rate of 
10%. a deviation of 10% is applied to a loss ratio of 50.6%, the consequent loss ratio 
to be expected is 56.2% (50.6 divided by .9). If 56.2% (the loss ratio after a deviation of 
10%) is added to 41.6%, the resulting figure is 97.8%. Add to that the proven 1% standard 
jeduction for catastrophe and the result becomes 98. 8%. That would leave a margin of 1.2% 
as profit 

Obviously that is more profit than can be expected. In its expense computations 


yhich the company submitted totaling 41.6%, there were the following items: 


Loss Adjustment....... va somes 3.5% 
CPI: ic Ske ava Kvediacatenencs ane 
Coiec Acquisitions: 6.6666 .bee. «Rk ead 6.3% 
CONG TERING on vik LEK RRC EMa 
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It would seem supportable that the item, commissions, would vary directly 
with the premiums and that with a reduction of premiums, there would be a comparable 
reduction of commissions. It would seem probable that in greater part taxes would vary 
directly with premiums and that if there is a 10% deviation there would be nearly a 10% 
diminution of taxes. However, it does not follow at all that loss adjustment expenses 
would diminish in any degree with a 10% deviation. Surely the losses would be the same 
and the loss adjustment expenses would be the same. Similarly, it does not follow that 
the other acquisition cost and the general expenses could be proportionately diminished as 
the rate is decreased 10% by deviation. It seems that in determining facts to justify a 
deviation only those matters should be accepted which are clearly and definitely proven, 
and that in matters of doubt caution should be exercised. It would seem to follow that it 


would be reasonable to assume that loss adjustment expenses, other acquisition expenses 
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and general expenses would remain nearly constant irrespective of deviation or no deviation, | 

In that event, in case of a deviation the relationship of those would change. 
The sum of those three items as appears on North America exhibits, amounts to 18.59, 
That is the relationship with respect to a 100% premium. If the premium becomes 90, 
then the 18.5% would become 20.55% (18.5 divided by .9). It must follow that the expense 
ratio would thereupon become 41.6% plus 2.05% or 43.65%. If 56.2%, the loss ratio under; | 


deviated fire rate, and 43.65%, the expense ratio under a deviated fire rate, are added 





together, the result is 99.85%. That would leave for catastrophe on the deviated clagges 
That would leave for profit on the deviated classes - .85%. 

It is the position of the Bureau that a profit of 1.2% or a profit of - .85%, or 
any profit between those two limits, is completely inadequate and is unreasonable; and 
that that conclusion is clearly established on the record. 

10. The conclusion is inescapable from all the testimony - the testimony 
of the applicant company's principal witness Mr. Simon, the statement of the company's 
President, as appeared in the Annual Report to Stockholders, and the statement of the 
text book offered by the company as a standard rate making text - that the minimum pnofit 
to constitute a sound element in reasonable rate making is 5%, and the amount reasonably 
to be set aside for catastrophe is 1%. It, therefore, appears from all the evidence in this 
case, evidence uncontradicted, and coming from the protestant's actuary and from the 
protestant's President and from a vouched for text writer, that an allowance of not less tha 
6% for profit and catastrophe must be an element of any reasonable rate. It would seem to | 


follow that even with respect to fire insurance on selected favorable classes only, a 


deviation cannot be justified on the facts found by the Commissioner, because a profit of 
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1,2% or a profit of - .85%, or a profit of any amount between those two, cannot constitute 
, reasonable profit or a reasonable allowance for profit and cannot support a proposed 
deviation as being “reasonable under all the circumstances." 

11. We request that the Commissioner find as true each of the facts which 
we have recited above in this Section of this request for rehearing and review. 

12. Further, with respect to fire and extended coverage proposed deviations, 
we request that the Commissioner conclude: 

(a) That the deviations should be denied because the record shows that for 
the last five completed years for which statistics are available, North America Company 
lost a substantial amount of money on all of its North Carolina insurance business combined 
and 

(b) Because the applicant has sought to deviate with respect to those classes 
of fire and extended coverage insurance which have a much better experience record than do 
the remaining classes and because applicant has sought to deviate with respect to its best 
classes at the expense of and without regard to the remaining classes of fire insurance, and 

(c) Because on the showing of the applicant and on the facts found by the 
Commissioner, the indicated profit on the deviated classes, with a 10% deviation, would 
be not more than 1. 2% and, therefore, less than one-fourth of the minimum profit shown 
by the uncontradicted evidence in the record as essential to sound and reasonable rate 
making. 

(d) Because the applicant has failed to prove to the satisfaction of the 


Commissioner that the deviations sought by the applicant are reasonable under all the 


circumstances. 
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Ill. SUMMARY OF REASONS FOR REVERSAL OR 
CHANGE OF DECREE OF DECEMBER 10, 1958 
WITH RESPECT TO HOMEOWNERS PREMIUMS 





1. The Homeowners policies are new in North Carolina. They cover fire 
hazards, owners’ liability risks arising out of the ownership of the property and in Many 
cases all risks of damage to the property of whatever nature, except for a few named 


exceptions. They embrace in their coverage many hazards not within the jurisdiction ¢ 


| 


the Fire Insurance Rating Bureau. They were authorized by the North Carolina Legislay,., | 


May 3, 1955, Session Laws 1955, Chapter 807, Section 1, now G. S. 58-126.1. That 
Statute authorized the Commissioner of Insurance to "approve policies combining othe; 
coverages with fire insurance on property in North Carolina, either for a divisible or 
indivisible premium ..." 

The premium on Homeowners policies written pursuant to the authorization 
of that Statute is an indivisible premium. It is the published judgment of the industry, 


concurred in by the Commissioner in a decision rendered November 4, 1957 in a matter 


involving procedure under the North Carolina Firemen's Pension Fund Act, that the portion 


of the combined "indivisible’’ Homeowners premium property allocable to fire insurance js 


approximately 30%. 

Subsequent to the legislative enactment of May 3, 1955, the Rating Bureau 
filed recommended premiums for Homeowners policies. The Insurance Commissioner 
approved the recommended premiums on September 28, 1955 and authorized the use of 
said premiums on policies issued on or after December 1, 1955. 


Before the date of the first authorized issuance of Homeowners policies on 


December 1, 1955, there was no North Carolina experience for Homeowners insurance. Ther! 


fore experience for five years is not available. The North America Company first submitti 


| 
| 
| 
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a computation based on its North Carolina experience for the years 1956 and 1957. Later it 
extended the experience period through June 1958. 

The initial premiums proposed by the Bureau for Homeowners and approved 
by the Commissioner were judgment premiums, that is, they were based on the combined 
opinion of the Bureau Management, the Bureau authorized consultants and all of the companies 
of the Bureau as represented by its Governing Board, and on the opinion of the Commissioner 
of Insurance. They had been judgment premiums because of lack of experience on which 
tobase them. Those premiums were appreciably below the sum of the existing applicable 
premiums for the several separate hazard coverages combined in the Homeowers policies. 

2. The North America Company's evidence discloses a great fluctuation in 
its North Carolina Homeowners experience. For the two year period covered by its first 
computation, its loss ratio for Homeowners policies was 56.6%. For a two and a half 
year period ending June 30, 1958, prepared specially by North America and put in evidence 
at the hearing in this case, its loss ratio was 39.8%. Each period falls far short of the 
five year experience period required by the North Carolina Statute for statistical credibility 
for fire insurance. 

The premiums for Homeowners policies are still judgment premiums, that is, 
not justifiable by credible statistics but based on the composite judgment of the Bureau 
Management, its authorized consultants, its Goveming Board and the judgment of the 
Commissioner of Insurance. The prescribed Homeowners premiums represent a composite 
of varying opinions as to what those premiums should be. 

Because the Homeowners premiums are still judgment premiums, they should 
be and they are the subject of continuous special study by the Bureau Management and by 


the Commissioner and his Staff. 


47932 O—60—pt. 54 
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3. We request that the Commissioner find as true each of the facts which 
we have recited above in this Section of this request for rehearing and review. 

4, Further, with respect to Homeowners proposed deviation, we request 
that the Commissioner conclude: 

(a) That the deviation should be denied because the record shows that for 
the last five complete years for which statistics are available the North America Company 
ost a substantial amount of money on all of its North Carolina insurance business combined. 

(b) That in this case, where the Bureau recommended and the Commissioner 
approved premiums are in the judgment category and are not supported or supportable by 
statistics based on five years experience, a deviation should not be granted to a single 
company and based on the judgment of a single company; that as long as the premiums are 
judgment premiums, the judgment of the Bureau representing all companies and the judgment 
of the Commissioner representing the State should prevail over the judgment of the single 
company seeking a competitive advantage by a deviation from such judgment premiums. 

(c) That if the Commissioner should not agree with our requested 
conclusions (a) or (b) above, that he conclude that, because of the present study status 
as to the Homeowners premiums, he should defer granting to North America a deviation 
inHomeowners premiums, unless and until the applicant has presented to the Bureau a 
proposal for the adjusting of Homeowners premiums for all companies, and, so, until it is 
ascertained whether a current Bureau consideration will result in a recommendation of a 
reduction of Homeowners premiums for all companies 

(d) That, if the Commissioner should not reach either conclusion (a) or 


conclusion (b) or conclusion (c) above, then any deviation which he should approve for North 
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America should contain a condition that the North America premiums for Homeowners 
policies should not be further reduced in the event of a reduction of Bureau premiums during 
the period of such North America deviation, unless and only to the extent that such Bureay 
premium reduction on Homeowners policies should exceed the deviation granted to North 
America 

IV. PRAYER FOR RELIEF 

The North Carolina Fire Insurance Rating Bureau respectfully prays: 

1. That the Commissioner grant a rehearing and review of this matter. 

2. That the North Carolina Fire Insurance Rating Bureau be afforded the 
privilege of presenting to the Commissioner pertinent evidence supporting the allegations 
of fact contained heretofore in this request 

3. That the Commissioner, on the evidence already in the record and on 
the evidence to be offered at the rehearing, find as a fact each of the allegations of fact 
heretofore recited in this request. 

4. That the Commissioner reach the conclusions heretofore set forth and 
requested in this instrument, and that the Commissioner find that the applicant has failed 
to prove to the satisfaction of the Commissioner that the deviations sought are reasonable 
under all the circumstances and that the Commissioner deny the North America each and 


every deviation requested in its applications. 
Respectfully submitted, 


JOYNER AND HOWISON 


By 
Attorneys for North Carolina Fire Insurance 
Rating Bureau 
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NORTH CAROLINA 


Summary of rate deviation filings 


| | | | —> | —_— 








| Number of | Number of| Number | Number | Number | Number 
Year deviation — | opposed Number | approved | modified | dis- 
filings filing | by bureau |not opposed | by com- | bycom- | approved 
missioner | missioner 
ee | | | | 
4 3 | 0 4 3 1 
—o | 2 | 2 | 0 | 2 2 |.. 
ees" 3 | 3 0 | 3 | 3 | -|--- 
= _* 6 5 0 | 6 | CLs wk 
ea. 5 | 5 0 5 | 5 i. 
eee 10 | 9 1 9 | 10 -- 
Sitadenectes- 8 | 7 | 0 | 8 | Bh nacicihinaalhe 
ah isapdbice ox 11 | 9 | 0 | 11 | Sk te. eee 
aes 15 | 13 | 0 | 13 11 | .... = 
il eiteteto+~s 23 | 14 | 0 | 23 20 | 2 | 1 
2k. 25 | 19 | 5 | 18 | 23 | aa 2 
a... 1 25 | 19 10 | 15 | 12 | 8 | 4 
ee 119 | 13 4 14 | ae! 4 
1958 2... 327 15 | 12 13 | 18 | 4 | 3 
= eee 
Total. - 183 | 136 | 32 144 | 146 | 17 14 
| | | 





1] deviation withdrawn by company. | | 
11959 deviation filings are not shown because most applications are yet to be filed for this year. 
19 deviations withdrawn by company. 


Norz.—This bureau has never appealed to the courts from any rate deviation approved by the commis- 
sioner after a public hearing. On 1 occasion the bureau did appeal to the courts from such a decision 
rendered without a public hearing. The courts sustained the bureau. 
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August 18, 1959 


STATEMENT OF 
HAROED L. WAYNE 
Submitted to Subcommittee on Antitrust and Monoply 
of the Committee on the Judiciary 


United States Senate 


My name is Harold L. Wayne. I am the General Manager 
of several insurance organizations and Associate Executive Secretary 
of the Committee on Interpretation. Among the organizations whis, 
I have the honor and privilege of serving as General Manager are 
the Inland Marine Underwriters Association and the Inland Marine 
Insurance Bureau, I speak with obvious pride of my connection with 
those organizations and of the services they have rendered to the 
publie and to the industry. 

The purpose of this statement is two-fold: first, to 
assist the Subcommittee in its study of the insurance industry 
by furnishing some facts and observations the Committee might not 
otherwise receive; second, to correct by factual data some of the 
erroneous statements, representations and implications in the 
records of the Subcommittee to date. It is respectfully requested 


that this statement be made @ part of the Subcommittee's records, 
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BACKGROUND AND HISTORY 

The Inland Marine Underwriters Association, mown as the 
1M. U. A., is the trade organization of stock insurers engaged 
in the inland marine insurance field. It represents its members 
in all activities incident and normal to a trade association. it 
serves a8 4n advisory organization and is filed as such. The 
1, M. U. A. engages in no rate making activities of any kind and 
mintainr or prcscribes no rules affecting the price the public 
peys for insurance or the character or coverage it may purchéscc. 

During the twenties and early thirties, there were 
comparatively few companies in the inland field. It was considered 
a specialty business requiring expert knowledge and underwriting 
experience in the evaluation of the many types of coverage 
embraced within its scope. 

Appended hereto is a copy of a booklet prepared for the 
tenty-Fifth Annual Meeting of the I. M. U. A. in 1955, and marked 
Exhibit No. 1. It deals in brief and concise form with some of the 
background and history of inland marine insurance and the origin 
and functions of the Association. 

Following the S. E. U. A. decision and adoption by Thé Congress 
of Public Law 15, the I.M.U.A. turned over to the Inland Marine Jhsur- 
ane Bureau - licensed under the newly revised state statutes as a rating 
bureau for the purpose of making and filing rates, rules and forms 
on behalf of its members and subscribers - forms, rates and rules 
for those classes of inland marine insurance which at that time 
were subject to the rate filing requirements of state statutes and 
thereafter confined its activitiesto those functions normally carried 


on by @ trade organization. The turnover was completed on 
May 27, 1948. 


47932 O—60—pt. 5——_5 
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The Inland Marine Insurance Bureau is licensed in forty. 
seven states, the District of Columbia, the Territory of Hawaii 
and the Commonwealth of Puerto Riso, 

In the State of Mississippi, the forms, rates and rules 
of the Bureau are submitted to the Department through the long) 
fire rating organization. 

The State of Missouri has no rating law applicable to 
inland marine insurance. 

The IMIB has 167 members and 1:2 full or partial 
subscribers. Its members and sitbscribers in 1957, the last year 
for which statistics have been compiled to date, wrote $310, 227,47, 
in net direct premiums out of a total of $366,726,91). written by 
all Bureau, non-Bureau stock companies anc by mutuals reporting 
their statistics to either the IMIB or to the Transportation 
Insurance Rating Bureau, known as the TIRB, and which represents 
mutual companies. These figures include all but a very small 
fraction of the premiums written by all insurers throughout the 
United States. 

Although all inland marine insurance is subject to cents | 
tion under the prevailing state statutes, nevertheless, unlike mos | 
other kinds of insurance, not all insurance classified as inland 
marine is subject to the rate filing requirements of those statutu, 
A very substantial portion of the business by premium volume is de 
veloped on classess of riske individually underwritten by the capuy 
in a free and open competitive market. Such business is not sae | 
tible to tariff or schedule rating and, therefore, rate filings are 
not required. 

The IMIB performs all of the functions of a rating burma 
with respect to those classes of inland marine insurance which 


are subject to the rate filing requirements of the statutes. Tho 


classe 
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y- classes are: 
Accounts Receivable and Valuable Papers and Records. 


Mobile Agricultural Machinery and Equipment Floater; Livestock 
Floater; Winter Range Livestock Floater. 


Bicycle Floater. 
pridge, Vehicular and/or Rail Tunnels. 
Cameras. 


Camera and Musical Instrument Dealers. 
Cotton Buyers Transit, 


Dealers Insurance. 
r Equipment Dealers. 
676, Pine Arts. 
First Class Mail. 
Floor Plan Merchandise. 
Furriers Block. 
Purriers Customers. 
ts Garment Contractors. 
Golfer's Equipment Floater. 
Horse and Wagon Floater. 
e | Jewelers Block. 


Musical Instruments. 
Negative Film Floater. 


reguli: Neon Signs. 
> most Parcel Post. 
Personal Articles Floater. 
and Personal Effects. 
atutes, Personal Furs. 
is de Personal Jewelry. 


Personal Property Floater. 
) CONEY Physicians' and Surgeons' Equipment Floater. 
Radium. 
Registered Mail. 
gs are Rolling Stock. 
Silverware Floater. 
Stamp and Coin Collection. 
bureti Theatrical Floater. 


Tourist Baggage. 
eh Travel Baggage. 
Wedding Presents. 
Thott Wool Growers Floater. 


Buseep: 
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The varied nature of insurance which is classified ag 


inland marine is evident from the foregoing list and the amply 
substantial list of those classes for which rate filings are not howe ve 
required, The list also illustrates graphically the need for the views, 
Nation-wide Marine Definition, which I shall hereinafter discus; membez 
more fully. exper’ 

I am certain that the membersof the Subcommittee are they 2 
well aware of the manner in which a rating bureau operates and of would 
its purposes and functions as defined by statute. Suffice it to | prepar 
say at this point that the IMIB operates in full conformity with | “indep 
the applicable laws and statutes, depart 


while I am not possessed of verbatim transcripts of 
testimony given to date before the Subcommittee, I have read forth : 
synopses of that testimony, material appearing in the press and & | IMA. 
have copies of certain statemmts to the Committee by | furnist 
Mr. John A. Diemand, President of the North America Companies ani I state 
W. Perry Epes, Associate Counsel of those companies. TI have seen 
@lso the fifty some odd page list of alleged harassments of the 
North America Companies and others, in wich list organizations | 
serve are freely mentioned, I have also read statemmts 
attributed to the Honorable Senator O'Mahoney, inviting rating 
bureaus and associations to defend themselves and to justify their 
existence, 

May I, gentlemen of the Committee, be permitted to observe 
that in my opinion the need for the existence and the continuance 
of rating bureaus has been more than amply demonstrated by the 
testimony before your Committee. It seems to me that, without 
exception, those testifying have made it abundantly clear that 


rating bureaus are essentional to the conduct of the business and ty 


without them the smaller companies could not survive, 
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The dependence of the “independents" upon bureaus is 
amply attested to by their spokesmen. What they suggest, 
nowever, 18 that bureaus be re-cast in a mold to fit their own 
yiews, Whims and fancies and not the lawful desires of the 
sembers who create and support them. My thirty-seven years of 
experience in insurance impels me to say that I do not believe 


they really mean what they suggest. In my opinion the "Independents" 
yould be the very last to want rating bureaus disbanded or to cease 
preparing and filing standardized forms and rates which they, the 
“ndependents", may adopt for themselves or from which they may 
depart for purely competitive purposes. 

My own views with respect to Rating Bureaus were set 
forth in @ report I recently made to the Annual Meeting of the 
IMA. The complete text of that report is among the material 
funished to the Subcommittee at the request of the staff. In it 
stated in part as follows: 


To view the whole subject in its proper perspective 
one must appreciate that Bureaus are organized, 
maintained and supported by their \members primarily 
for the purpose of enabling them to comply with state 
rate regulatory laws. Generally speaking, the rate 
regulatory laws provide that each insurer, as a 
condition precedent to the sale of insurance, must 
file with the insurance department of the state 

every manual, minimum, class rate, rating schedule 
and rating rule, which it proposes to use. 


Note well that the obligation is imposed upon each 
insurer individually and remains its individual 
obligation at all times. The laws go on to provide 
that the individual insurer may discharge its 
obligation by becoming a member of or subscriber 

to a licensed rating organization, which will make 
such filings upon its behalf. 


Bureaus are not organized, maintained and supported 
by their members for the benefit of non-bureau 
companies or so-called “independents”. They are not 
maintained to make it easy for non-bureau companies 
to comply with the rating laws and to compete with 
bureau companies. The fact that they, the bureaus, 
actually do just that is purely coincidental and a 
free benefit enjoyed by the non-bureau companies. 
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The right of subscribership to the services of a 
bureau is a privilege granted by law. That right, 
however, is wholly dependent upon thecontinued 
maintenance of the bureau by its members, for 
obviously, if the members disband it there will be 
no bureau to which companies may subscribe, 


The establishment of a bureau is time consuming 
and expensive, Maintenance of a bureau, once 
established and licensed is also costly. All 
bureaus make great demands upon the time of 
executives and other personnel of their member 
companies. The cost of such services in both time 
and money is borne extirely Sy the contributing 
member, 


Such being the case, and no one can gainsay it, how 
can one logically or reasonably contend that those 
who created the bureau may not delineate its scope 
or sphere of operations in whatever lawful manner 
they choose? And having done so, can it be wrong 
for the members who created and support the 

bureau to insist that it shall perform no services 
for non members beyond those for which the bureau 
was established and which it performs for its 
members? 


TE 


Over and over again it has been stressed by members of 
the Subcommittee and by those appearing before it that the 
business of insurance is one of the most important, if not the 
most important, to our economy and to our way of life. That 
being admittedly so, one should not lose sight of the fact that 
one of the most important functions of the industry is to do 
everything possible to see to it that there is a ready and 
available market for the insurance requirements of the public, 
Generally speaking, rating bureau operations play 4@ substantial 


part in providing that assurance, 
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ANSWERS TO CRITICISM 

The statement of Mr. John A. Diemand graphically 
illustrates two things - first, that most, if not all, of the 
so-called harassments detailed by him and by Mr. Epes represent 
little more than difference of opinion; second, that from time to 
time company officials, like everyone else, change their minds. 

On pages 7 and 8 of his statement Mr. Diemand, in 
expressing himself rather critically of rating organizations and 
trade associations, stated "We finally concluded that we could no 
longer tolerate these restrictions and in 1945 we began a with- 
drawal from al11 the trade associations to which we had belonged for 
years". 

There follows a list of organizations from which the 
companies withdrew, including both the Inland Marine Insurance 
Bureau and the Inland Marine Underwriters Association. While 
wr, Diemand stated that he did not sever his connections with those 
two organizations until 1952, the inference of his statements when 
taken in full context is quite obvious. 

The fact of the matter is that officials of the 
Insurance Company of North America took a leading part from 1945 
on in the formation of the Inland Marine Insurance Bureau and in the 
reformation of the Inland Marine Underwriters Association. During 
all of those years and until 1952, when the company resigned, an 
official of the North America served on the executive committees of 
each of the organizations and, indeed, G. Brinton Lucas, 

Vice President of the company was the first Chairman of the Executive 


Comittee of the newly organized IMIB, serving in 1945 and 1946. 
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Mr. Diemand went on to state "our withdrawal from 
these organizations only served to accelerate the opposition of 
their companies to our attempted independent action. One of the 
earliest and most memorable of these efforts was the attemt to 
block the use of the Installment Premium Endorsement which we 
innovated." 

The records of the IMUA show that as early as 
February 15, 193, a special committee, of which Mr. L. C, Lewis, 
an officer of the Insurance Company of North America was a member, 
recommended that premium collections on an installment basis be 
prohibited. Again, at a meeting of the Executive Committee held op 
November 15, 193, at which time Mr. Lewis represented 
Mr. Benjamin Rush, President of INA and at that time President of 
the IMUA and, as such, a voting member of the Executive Committes, 
a Resolution was adopted without dissent, providing that all 
annual and three year premiums were due and payable at the 
inception date of the policy. The position of the Association on 
installment payment of premiums was reaffirmed by the Executive 
Committee at a meeting on June 19, 191, at which time the late 
Mr. R. Bruce Miller represented the Insurance Company of North 
America, and was a member of the Committee. Subsequently, the &. 
ecutive Committee reversed its position and authorized collection 
of premium for three-year term policies on an installment basis, 
The members of the Executive Committee, including the representa- 
tives of the North America hag changed their minds. 

MARINE DEFINITION 

Mr. Diemand referred at considerable length in his 
statement to the so-called Inland Marine Definition. (See pages 1l, 
11, 13, 14 and 15). He alleged, among other things, that the 


Definition was first adopted in 1932 by an industry group and that 
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in the Definition itself its stated purpose was “to determine what 
yinds of insurance coverage may and may not be written in the 
tnited States". Mr. Diemand also said “It should be noted that the 
Definition was and is a private mechanism for restricting the 
exercise of legal rights conferred by state statutes upon individual 
insurance companies. Even though a company is permitted under its 
charter powers to write a form of coverage, the Definition may 
prevent it from writing such coverage." 

In referring to the present Nation-Wide Marine 
Definition, Mr. Diemand offered the comment that "Notwithstanding 
these changes in preamble and the superficial plan for the 
Comittee on Interpretation, the purpose of the combination of 
comanies who instigated the amended Definition and formed the new 
Committee apparently continues to be that of restricting the 
exercise of underwriting power by individual companies". 

This is by no means the first time similar charges have 
been leveled against the Definition and the Committee by 
Mr, Diemand and others connected with INA. These charges in 
regard to both the old and the new Definitions have no founda- 
tio in fact. They are well answered in the report which the 
Industry Committee made to the Committee for the Definition and 
Interpretation of Underwriting Powers to the National Association 
of Insurance Commissicners on November 27, 1950. 

That report made prior to the adoption of the new Defi- 
nition and which was accepted by the Committee and incorporated in 
the Proceedings of the National Association of Insurance Commis- 


sioners covering the year 1950 had this to say: 


"From time to time somecriticism has been leveled 
against the Joint Committee, implying that it has 
attempted to restrict underwriting powers or that 
its rulings are designed to prohibit the writing 
of some form cf insurance. In this ccnnection, the 
Committee points out that its function is to 
interpret a Definition of the insuring powers of 
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marine and transportation underwriters as adopted, 
promulgated and amended by 34 states and the 
District of Columbia. In this respect, its sole 
prerogative is to fairly interpret that Definition 
as adopted and amended by the individual state. In 
so interpreting the Definition, it cannot, as has 
been from time to time suggested it might, depart 
from the language of the Definition or eliminate 
or unreasonably extend its scope. The effect of 
an interpretative decision by the Committee is 
simply to say that a given subject matter under 
the etrcumstance of the case presented is or is not 
proper for coverage under a marine or inland marine 
form of policy in accordance with the Marine 
Definition In other words, what may or may not 
be written by the exercise of marine or inland maring 
powers as defined by the Nation-wide Definition. If 
the Committee finds that a subject matter is not 
proper for the exercise of marine or inland marine 
insuring powers, it does not hold that the subject 
mattér cannot be insured. If the laws of the state 
applicable to the question and the subject matter 
of the proposed insurance permit coverage by the 
exercise of charter and licensed powers other than 
marine or inland marine the mere fact that the 
Committee holds such subject matter not proper for 
the exercise of marine or inland marine charter 
powers would have no effect upon its insurability 
nder such other powers". 


This subject is further treated under the heading which follows. 
HISTORY OF MARINE DEFINITIONS 


So much stress has been laid upon the marine Definition 
that a factual and historical explanation of its whys and where- 


fores is in order. 


* 


During the late twenties there was a growing opinion that 
some insurers were exceeding their charter or statutory powers in 


the writing of certain coverages under an inland marine insurance 


label. 
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When the Honorable George S. Van Schaick became 

superintendent of Insurance of the State of New York in March 

1931, he called for a consideration of the subject of alloca- 


tion of underwriting powers to the respective classes of insur- 


ance + 


Subsequently, a series of hearings and conferences were 
neld before Mr. Charles P. Butler, then Deputy Superintendent 
of Insurance, and Mr. Joseph J. Magrath, Chief of the Rating 


Bureau of the New York Department. 


As a result of those hearings and conferences Superin-~ 
tendent Van Schaick, on July 25, 1932, issued a tentative ruling 


on the subject of marine and transportation underwriting powers 


The final ruling was issued by Superintendent Van Schaick 
on September 30, 1932. It was based upon recommendations made to 
him by a special committee representing the fire, marine and 
casualty segments of the insurance industry. It is interesting 
to note that one of the seven members of the marine segment of the 
committee was Mr. Benjamin Rush, then President of the Insurance 
Company of North America. A member of the fire committee was 
MW. J, O. Platt, Vice President of the Insurance Company of North 


America. 


Superintendent Van Schaick in issuing the ruling stated 


as follows? 
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“During recent years the need for an official 
expression concerning the powers ccnferred 


upon marine and transportation insurance stitu 
companies under Secticn 150 of the insurance 
law of this State has become apparent. The times 


growth and development of marine and 
transportation insurance coverages and 
extensions thereof have resulted in an increase 
in the number and complexity of questions as to follo 
the scope and nature of the insuring powers of | 
marine and transportation insurance companies. 


"This department has made an extended examination 

of the metheds of transacting the insurance 

business in the marine and transportation field 

and has obtained the interest and cooperation 

of insurance company officials in the task of 

establishing a practical solution of these 

probelms which would not conflict with the 

provisions of the insurance law is 


"This ruling does nct, however, include or 
attempt tc define all of the powers which may 
be exercised by insurers authcrized to transact 
the kinds of insurance permitted under Section 150 " 
of the insurance law. The purpose and scope of this 
ruling is to clarify, in respect to the kinds of 
insurance hereinafter discussed, the meaning and te 
application of that section of the insurance law 
with particular reference to the question of 


overlapping powers of various kinds of insurers | 1 

and also with regard to certain insurance ‘ 

coverages as to which there has been mis- f 

apprehension or dispute among fire, marine and 

casualty insurers." ( 

The original Nation-wide Definition was adopted by Mr, D4 
the NAIC, then known as the National Convention of Insurance purpos 
Commissioners of the United States at its meeting in Chicago on insure 
June 2, 1933 The Resolution adopted by the Convention accepted States 
the Nation-wide Definition, approved in principle the agreement first 
for carrying out the Definition and created a Commissioners” Con- forege 
mittee in connection therewith. The full text of the Resolution as fol 


is set forth in Exhibit No. 2, hereto attached. become 
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The agreement referred to in the Resclution ccn- 
stituted & Plan of adminstration. The originial was amended several 
times, and thereafter rescinded when the new Definition was adopted. 
The purposes cf the agreement were set forth in Article IV as 


follows: 


"Section l. 


"(a) To secure uniformity in the definition and 
interpretation of the underwriting powers of 
Marine Insurers in cooperation with the 
Naticnal Association of Insurance Commissioners 
and the Commissicners and Superintendents cf the 
several States, Territories and the District of 
Columbia. 


* (b) To secure a uniform statutory definition of 
Marine and Transportation Insurance in acccrd 
with the annexed Nation-wide Definition and 
Interpretation. 


"(e) To serve as a medium for the acquisition and 
) exchange cf information. 


"Section 2. Every provision cf this Agreement or any 
action pursuant theretc shall be operative in every 
jurisdiction which has adopted the Nation-wide 
Definition and Interpretation of the Insuring Powers 

of Marine and Transportation Underwriters, except in 
any jurisdiction where the same is unlawful.* 


On page 10 in his prepared statement tc the Committee, 
Mr. Diemand had this tc say: “Definition itself, the 


purpose was stated as being 'to determine what kinds of 


n insurance ccverage may and may not be written in the United 

ed States'.” That quotation was taken out of context from the 

it first paragraph of the Nation-wide Definition referred to in the 
‘Om foregoing Resolution of the NAIC. The complete paragraph reads 
Lon as follows and the imvort of the words qucted by Mr. Diemand 


becomes self-evident: 
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"The following Definition and Interpretation do not 
include or attempt to define all of the powers which 
may be exercised by insurers authorized by various 
State Insurance Laws to transact Marine, Inland 
Marine or Transportation Insurance in such States, 

The purpose and scope of this Nation-wide definition 
and interpretation are to clarify, in respect to the 
kinds of insurance hereinafter mentioned, the 

meaning and application of State Insurance Laws with 
particular respect to questions of overlapping 

powers of various kinds of insurers and also of 
certain insurance coverages as to which there hag been 
misapprehension or dispute among the Fire, Marine ang 
Casualty Insurers. The following Nation-wide Definition 
and Interpretation have heen adopted and promulgated 
by the National Convention of Insurance Commissioners 
of the United States to remove doubts as to the kinds of 
risks and coverages hereinafter mentioned and to 
determine what kinds of insurance coverages may and 
not be written in the United States, Uniformity of 
understanding and practice as to insuring powers, 
frequently closely related to domestic and foreign 
commerce, both justify and require, in the judgment 
of the Convention, uniform and Nation-wide definition,® 


my 


Over the years the Nation-wide Marine Definition was revised 
by the many states which &dopted it. It was effective and operatin 


only in those states and was, fromtime to time, amended by then ip 


accordance with their construction of their laws, In view of the 
twenty years of its existence, the need for revision which would ip. | 
corporate the vexteten of the states and the other changes which ha 
occurred was apparent. Accordingly, the National Association of Ip 
surance Commissioners undertook a study which led to a complete rey}. 
sion of the Marine Definition and the methods of administration, 1 
involved a complete rescission of all agreements and new provision !y 


administration. 


Under date of November 21, 1952 the then, Joint Committee on 





Interpretation, reported to the N.A.I.C. Committee, in substance, | 


that at the annual meeting of the National Association of Insurance 


Commissioners held at Chicago in June, 1952, a report was made by wil! 


commd 
progr’ 


appro’ 
1933+ 
lishe 
will | 
statu’ 
requiz 


prougt 


THE INSURANCE INDUSTRY 2637 


committee which, among other things, reviewed the status and general 
progress of the Nation-wide Marine Definition from the date of its 
approval by the National Convention of Insurance Commissioners in 
19336 The report pointed out the fact that as long as the estab- 
lished classes of insurance are to exist, definitiomsof those classes 


yill serve @ useful purpose by aiding in the administration of the 


en 

+ statutes which subject different classes of insurance to different 
Sion | 

. requirements and kinds or degrees of regulation. Certain questions 
8 of | prought out the following facts: 

By 


"3, That it would be well to give consideration to 
amending the Definition in the light of what has 
transpired since it was originally put together 
such as state amendments and the passage of the 

vn. multiple line laws and tht such amendment on a 

: nationwide basis would be a major undertaking; 











ee ").. That the Nationwide Definition with provision for 
rative | interpretation thereof was originally brought into 
being for the reason, among others, that super- 
om in | visory authorities and the companies realized the 
, impossibility and impracticability of a precise 
i | statutory definition of marine and inland marine 
underwriting powers and also realized that for 
1d in the purpose of administering the state insurance 
as laws there had to be a line of demarcation between 
oh had marine, including inland marine, and other existing 
classes of insurance; 
of In- | sah 
: 4 
| "6. That in the administration of the state laws there 
mn, Thi! should be resonable uniformity in the @mplication 
of similar statutes and that in connection there- 
sions {9 with, it is important to know into which category 
a risk falls; that the need for a definition of 
marine or inland marine insurance is at least as 
great today as it was in 1934 when adopted and per- 
>on | haps more so since the enactment or amendment of 
rating laws so that they apply where they did not 
ice, | before as in the case of inland marine insurance 
where only certain types of risks are subjected to 
urance rate filing requirements," 


@ by silt 
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The Definition and IMterpretation of Underwriting Powers Co 
mittee of the National Association of Insurance Commissioners at its 


mid-winter meeting in December, 1952 reported in part as follows; 


*....Affer reviewing the entire subject and hearing Vary 


industry representatives, we re-affirm the opinion expressed in our 
1952 report that there is need for a Nationwide Marine Definition,, 
The Nationwide Definition, with provisions for interpretation there 
promulgated originally in June, 1933. Ome of the principal reasons 
for its creation was that insurance supervisory authorities and ip. 
surance underwriters recognized the impossibility and impracticabil, 
of a precise statutory definition of marine and inland marine unde, 
writing powers. . ». « We believe that, in the administration of sty 
laws, there should be reasonable uniformity in the application of 
similar statutes and that a Nationwide Marine Definition is conduciy 
to this end. « e « 
"We recommend: 
"1. Reaffirmation by the National Association of 
Insurance Commissioners of the necessity for 
a Nationwide Marine Definition. 
*2, That the Association authorize this Committee 

to prepare and submit at the June 1953 meeting 

a@ proposed amended Marine Definition which wil] 

(a) conform to the amendments in force in the 

majority of individual states, (b) further 

clarify the said Definition so as to eliminate 

doubts which may arise as to the classification 

of certain types of policies, and (c) bring 


about such other changes in the Definition as, 
after study and review, seem appropriate,.* 





THE INSURANCE INDUSTRY 2639 


The Committee of the National Association of Insurance Commis- 
sioners reported to the Association recommeriding the approval and 
adoption of an amended Nation-wide Marine Definition and Interpre- 


tation for general acceptance in the United States and proposed the 


appointment by the National Association of Insurance Commissioners 


of an Industry Committee to be organized for the purpose of recom- 
mending to the National Association of Insurance Commissioners and 

to the Commissiones, Superintendents and Directors of Insurance of 
the States, Territories and the District of Columbia, interpretations 
of the amended Nationwide Marine Definition. 

The National Association of Insurance Commissioners, at its 
meeting in June, 1953, accepted and approved the report of its Com- 
mittee on Definition and Interetation of Underwriting Powers and 
recommended that insurance supervisory authorities of the various 
jurisdictions accept and promulgate the said Nation-wide Marine 
Definition. The Convention also adopted a proposal for the ap- 
pointment of an Industry Committee for the purpose of recommending 
interpretations of the Definition. Copy of the N.A.1I.C'gs Resolution 
containing Plan for a Committee on Interpretation of the Nation- 
wide Marine Definition and the Definition is heretc attached, marked 
Exhibit No. 3. 

The stated purpose of the new Definition is worthy of par- 


ticular note. It reads as follows: 


47932 O—60—pt. 5——-6 
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"The purpose of this instrument is to describe 
the kinds of risks and coverages which may be 
classified or identified under State Insurance 
Laws as Marine, Inland Marine or Transportation 
insurance, but does not include all of the kinds 
of risks and coverages which may be written, 
classified or identified under Marine, Inland 
Marine or Transportation insuring powers, nor 
shall it be construed to mean that the kinds of 
risks and coverages are solely Marine, Inland 
Marine or Transportation insurance in all 
instances. 


"This instrument shall not be construed to restrict 
or limit in any way the exercise of any insuring 
powers granted under charters and license whether 
used separately, in combination or otherwise." 


Subsequent to the aforesaid meeting of the NAIC, | 


states and territories, following the recommendations of the 
NAIC, adopted and promulgated the new Definition (12 of them 
with certain amendments). In addition, the State of Nebraska 
declared its acceptance as a guide. The State of Texas 


adopted and promulgated a revised version of the Definition. 


Through April, 1959, 133 interpretations of the 
Definition had been recommended to the states and territories 
by the Industry Committee appointed by the NAIC, The -bwk 
interpretations are either adopted and promulgated by the states 
or rejected by them. They are effective only where adopted. 
In a few instances Recommended Interpretations were modified. 
The Committee publishes and makes available a compilation of all 
data pertaining to the Definition, including the status of its 


Recommended Interpretations in the various states. 
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The foregoing recital of historical and documented 
facts should make it crystal clear to the members of the Sub- 
committee that the statements made by Mr. Diemand were unwarranted, 


unfounded and unsupported. 


The present and continued need for the Marine Defini- 
tion is again well summarized in the following paragraph of the re- 


port made by the Industry Committee to the Commissioners Committee 


on June 12, 1952 as set forth in the Proceedings of the 83rd Session 
at pages 458 and 459: 


“Mere is a tendency today in some quarters where 
4nsufficient thought has been given to the subject, 

to the opinion that the multiple line laws have 
rendered the Definition obsolete, ineffective or 
useless. In this connection, it is well to keep in 
mind that the statutes of most states specifically 
treat with the various classes of insurance including 
marine and inland marine insurance. Under such 
statutes each of the classes are subject to regulation 
by the general body of the laws. The regulation varies 
in kind and degree according to classes or kinds. In 
order to determine which laws, rules and regulations 
apply to each class or kind, it is necessary to know 
what constitutes the class or kind. It has been found 
impossible and impractical to attempt to precisely 
define marine or inland marine insurance in the 
statutes. The Nationwide Definition of Marine and 
Inland Marine Insurance as adopted by a state aids 

and assists in the interpretation of the 'powers 
sections' of the law which treat with marine and inland 
marine insurance. Likewise, most of the rating laws 
set out the classes of insurance to which the various 
sections are applicable and contain the following 
provision: ‘Inland Marine insurance shall be deemed to 
include insurance now or hereafter defined by statute, 
or by interpretation thereof, or if not so defined or 
interpreted, by ruling of the Insurance Commissioner, 
hereinafter referred to as Commissioner, or as 
established by general custom of the business, as inland 
marine insurance’. The adoption of the multiple line 
statutes did not abolish or alter marine or inland 
marine insurance or other established classes of 
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insurance and as long as the established classes of 
insurance are to exist, definitions of these classes 
will serve, as they have over the years, a useful 
purpose by aiding in the administration of the statutes 
which subject different classes of insurance to 
different requirements and kinds or degrees of 
regulation." 

Thatthe inland segment of the insurance industry 
has progressed well under the Marine Definition is attested to 
by the fact that the total inland premiums written in 1929 
amounted to $54,669,149. and in 1957 to $366,726,914. Further 
proof of the fact that Bureau activities foster rather than 
retard or suppress competition is to be found in the fact that 
whereas in 1930 there were 175 companies writing the class in 
New York State, in 1957 there were 264 including 52 mutuals and 
9 reciprocals. And, incidentally, I might add that other than 
the INA, none to my knowledge has complained of harassment 
either through operations of the Definition, by the IMIB or the 
IMUA . 

Without wishing to detract from or disparage the part 
played by the North America Companies in the "innovation of package 
insurance", I cannot refrain from pointing out to the Subcommittee 
that all marine and inland marine policies are in fact package 
policies although perhaps not as all inclusive as some of the 
newly devised packages. These marine package policies have been 
written in this country for many generations. 

Each new form of package policy is in the nature of an 
experiment. The potential loss to the company under each such 
policy is frequently several thousand times the premium. The 
infinite possible variety and variation of such policies staggers 
the imagination. A wrong guess or faulty evaluation of the loss 


possibilities could be extremely costly and might wreck a company. 
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Orderly experimentation in the field of package 


olicies offers a possibility of success. Disorderly 


P 
experimentation can only result in ruin. 


Through use of the collective thinking of the experienced 
nen available to and called upon by associations and bureaus there 
lies the means of orderly experimentation. Many of the laws of 
our nation, it seems tc me, are based upon the theory that the 
individual must at timesbe protected against himself. I believe 
this observation is equally apropos to insurance companies. 

STATEMENT OF MR. EPES 

Mr. W. Perry Epes, in his statement to the Subcommittee, 
and the fifty some odd page list of “Hearings and Court 
troceedings of North America” made several references to the 
activities of organizations served by me. I shall deal with 
each. 

On page 9 of his supplemental list Mr. Epes referred 
to the Jewelry deviation filed by the Insurance Company of North 
America on May 23, 1949 and the fact that the IMIB immediately 
sent letters to all commissioners requesting disapproval. Further, 
with respect to this item, Mr. Epes stated that a hearing 
requested by the IMIB was held on June 13, 1949 and that his 
comany was “opposed at hearing by the IMIB particularlyon the 
theory that rates must be uniform." 

The Subcommittee is entitled to and should have the 
full facts so that they may determine whether this was indeed a 
case of harrassment by the Bureau of the Insurance Company of 
North America or perhaps an honest difference of opinion if not 


harrassment of the Bureau by the INA. 
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As stated, the deviation filing was mailed to al] 
Insurance Departments by the INA on May 23, 1949. On the same 
date a copy of the deviation application was transmitted to the 
Bureau by hand over the signature of H. C. Thorn, Manager of 
the North America Companies' New York office. Copy of the 
deviation application is attached and marked Exhibit No, &. 

The reason for the Bureau's objection to the deviation 
will become immediately apparent to the Subcommittee from the 
letter addressed to all Insurance Departments on May 24, 1949, 
The letter was written after consultation by telephone with 
all of the members of the Executive Committee and read as 
follows: 


"This Bureau has received from the Insurance Company 
of North America a copy of what purports to be a 
deviation filing applicable to ‘Personal Jewelry 
Insurance'. We are advised that the ‘deviation 
filing' has been sent 'to the Insurance Departments 
of all states where required, and the District of 
Columbia' but have no further knowledge of the 
specific states to which the Insurance Company of 
North America's request has been directed or if 
any supporting data has been submitted. 


"It is the opinion of this Bureau that any consideration 
of the subject at this time would be premature and 
should therefore be postponed until the Bureau, as the 
Statistical Agent of a majority of the states in which 
it is licensed, has had an opportunity to complete 

the tabulation and analysis of the statistical 
reports of the companies for the year 1948. Such 
reports were required to be filed with the Bureau not 
later than April 30th. The figures are now in the 
process of tabulation and the Bureau's consolidated 
report will be filed with the states immediately upon 
completion. 


"Just as soon as the necessary figures are available 
present rate levels will be given immediate con- 
sideration by the Bureau and all states advised of the 
conclusions reached." 

The foregoing letter was followed by further 
letters to Insurance Departments on June 2, 1949 and June 10,1949, 


copies of which are attached and marked Exhibits No. 5 and No, 6 
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respectively. 


Also on June 10, 1949 the Bureau submitted to all 
insurance Departments its filing #1949-32, copy of which is 
attached and marked Exhibit No. 7. 

This filing was supplemented by a memorandum dated 
july 13, 1949, copy of which is attached and marked Exhibit 
yo, 8. 

On June 13, 1949: the New York Insurance Department 
held a hearing on the North America's application for deviation 
and the Bureau's filing #1949-32 dated June 10, 1949. The 
decision Of the New York Insurance Department was set forth in 
a letter to the North America Companies and the Inland Marine 
Insurance Bureau dated June 17, 1949, as attached and marked 


Exhibit No. 9. 


On June 21, 1949, INA addressed communications to 


all Insurance Departments as follows: 


“PERSONAL JEWELRY CLASS-DEVIATION 


"last evening, we sent you a telegram setting 
forth our position along the following lines. 


"That telegram and this letter will serve to 
withdraw without prejudice, any and all filings 
and applications sent to your Department 

dated May 23, 1949 and subsequently,respecting 
our request for approval of a deviation from 
the rates filed by the Inland Marine Insurance 
Bureau for Personal Jewelry insurance. 


"In view of the recent action (June 17, 1949) of. 
the Insurance Department of the State of New York 
in denying our application of May 23,1949 for a 
deviation of 25% from Inland Marine Insurance 
Bureau rates for this class, we have decided upon 
the above withdrawal at this time. 


"We intend to file with your Department at a later 
date a request for rate deviation with respect 
to the Personal Jewelry class which will be on a 
revised basis of fixed rates rather than a 
percentage deviation. However, it may be that 
further developments will be forthcoming from the 
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Inland Marine Insurance Bureau which might 
affect our procedure. We believe there should 
be an Inland rating organization applying to 
United States business and it shall be our 
desire to aid in the maintenance of such an 
organization operating on a supportable and 
justifiable basis." 

Piling #1949-32 was superseded on July 14, 1949 
by Filing #1949-38, copy of which is attached and marked 
Exhibit No. 10. 

The revised filing provided for a reduction in 
Jewelry rates amounting to about 16-2/3%. This filing was 
subsequently approved or became effective in all states. The other 
INA did not file deviations therefrom. 

To the foregoing I need add only that during the 
entire period a representative of the INA served on the 
Jewelry rate committee as well as the Executive Committee, ang 
to quote the following Resolution adopted by the latter 
Committee with respect to the deviation filing of the INA: 


"WHEREAS the North America companies, members 
of this Bureau, have filed a deviation of associ 
25% off the filed rates of the Bureau 
applicable to Personal Jewelry insurance; and Claim 


"WHEREAS after thorough and exhaustive review of the In 
all available data this Bureau concludes that 


such a reduction in rates is neither sound nor the nd 
warranted on a statistical basis and if Mi 
allowed would do irreparable harm to the — 
business of inland marine insurance and the aseoe 


regulation of such insurance by the states; and 


"WHEREAS the General Manager and the Counsel of Proper 
the Bureau at the direction of the members of Claim 
the Executive Committee of this Bureau and of . 
its Chairman, have heretofore taken certain 

action in connection with the said deviation 
filing of the North America companies; best 4) 


"NOW, THEREFORE, BE IT RESOLVED that all action 
heretofore taken by the General Manager and | 


contes 


@ proh: 


counsel of this Bureau appertaining to the 


aforesaid deviation filing of the North America an 6 
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companies be and hereby are ratified, confirmed 
and approved; and 


"SE IT FURTHER RESOLVED that the General Manager 
and Counsel be and they hereby are directed, 
authorized and empowered to take any and all 
lawful action in opposition to the approval 

by the States of the said deviation filing of 

the North America companies which in their 
judgment is necessary and advisable in the best 
interests of the insuring public, the welfare 

of the business of inland marine insurance and the 


continued regulation of such business by the 
States." 


At page 14 under the caption of "Deviations of 
other Companies”, Mr. Epes stated as follows: 

"RPire Association -- IMIB -- Attempted in 
July 1945 to secure approval of national 
deviation from IMIB. As a result IMIB 
instituted Bureau rules which effectively 
prevented members from obtaining deviations 
until INA's deviation in June 1949. There 
INA by-passed the rating bureau to go 
directly to state departments." 

The national deviation referred to by Mr. Epes 
vas a request of the Fire Association of Philadelphia and 
associated companies for approval of a 20% Credit for No 
Claim on Personal Property Floater policies. At the time 
the Inland Marine Insurance Bureau was operating in seven of 
the nine states which had enacted rate regulatory laws 
applicable to inland marine insurance. In those states the 
Bureau had filed rules, rates and forms for the Personal 
Property Floater which made no provision for Return for No 
Claim, The deviation application of the Fire Association was 
contested by the Bureau (1) as unsound and contrary to the 
est interests of the public and of the companies; (2) as 
a prohibited “loss leader"; (3) as not being in conformity 


vith Section 184, subsection 6, of the New York Insurance Law. 
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Following a hearing before the Honorable Walter Pp, 
Martineau, Deputy Superintendent of Insurance, the deviation 


filing of the Fire Association of Philadelphia and associateq 


companies was disapproved and the Bureau held to be correct ip 


its position. 
I particularly wish to deal with the sentence in 
Mr. Epes' statement which reads "As a result IMIB instituted 
Bureau rules which effectively prevented members from 
obtaining deviations until INA's deviation in June, 1949," 
The rules to which Mr. Epes refers were adopted 
under the direction and guidance of Mr. G. B. Lucas, then a 
Vice President of the Insurance Company of North America and 
the Chairman of the Executive Committee of the IMIB. 
Inasmuch as the Inland Marine Insurance Bureau did 
not come into official being until June 1, 1945 and on 
July 19, 1945 was holding the second meeting of its Executive 
Committee, it was considered quite appropriate that the new 
organization adopt procedures for dealing with deviations 
which might be filed by its members or subscribers. The rules 
adopted, which Mr. Epes characterized as effectively preventing 
members from obtaining deviations, were as follows: 
"It was moved, seconded and carried that the 
following procedure be adopted for dealing with 
deviations filed by members or subscribers: 


"1, The request is to be presented to the 
Executive Committee of the Bureau. 


"2, If the Executive Committee decides to file 
the deviation, it becomes equally available 
to all members and subscribers. If the 
Executive Committee is not inclined in the 
first instance to agree to the request, then 
at the request of the filing company it 
shall be granted a hearing. 
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The hearing provided for in item 2 hereof shall 
be granted and held by the form and rate 
committee having jurisdiction over the particular 
class involved. 

The form and rate committee shall report its 
findings and decision to the petitioning company 
and to the Executive Committee of the Bureau. 

If the petitioning company is agrieved, it may 
appeal to the Department of Insurance of the 
state or states involved and the Committee which 
hears the petition shall be authorized to appear 
before the department or departments in 
connection with such appeal." 

For the further information of the Committee and in 
order to set the records straight, several deviations were filed 
between 1945 and the time of the North America's deviation in 
1949, None of these filings was actively contested by the 
pureau nor has the Bureau gone to hearing on any other of the 
numerous deviations which have been filed over the years. 

The next item charged by Mr. Epes to me or to the 
organizations I serve is listed under the caption "IV. INLAND 
WARINE INDEPENDENT FILINGS" (pages 23 and 24). 

(a) deals with the Nationwide Marine Definition. The 
full import of Mr. Epes' statement escapes me. In any event 
Ihave already dealt at length with the subject of the 


Definition. 

(bo), (c), (a4) and (e) all pertained to seven forms of 
dealers policies which, in 1954, the INA attempted to write as 
inland marine insurance. These forms became known in the 
industry as the “Seven Sins". 

The facts in this case offer further illustration of 
the need for a Marine Definition. 


Typical of the notices sent out by the INA concerning 


these forms is the following, which was addressed to an agent 
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in New Jersey on November 10, 1954: 
"Starting immediately, we are prepared to quote and 
issue ‘all risk' policies for the following types 
of wholesale or retail dealers: 


Camera Dealers 
Fur Dealers 


Heating and Air Conditioning Equipment dealers 


Household appliance dealers 
Industrial Machinery and Tool dealers 
Marine Supply dealers 

Musical Instrument dealers 

Office equipment and supply dealers 


Professional and Scientific instrument dealers 


Sporting goods dealers 


"A special simplified policy has been designed for 
these risks with an attractive rating plan. Our 
Service Offices and our Fieldmen are prepared to 
help you use this unique policy. Call on them 


now for the benefits you and your mercantile clients 


can get from this modern plan." 
Of the ten types of dealers listed in the North 


America's letter, only three, namely, Camera Dealers, Pur 


Dealers and Musical Instrument Dealers, were generally 


recognized as inland marine insurance. 


As was to be expected, both the IMUA and the Committe 


on Interpretation received numerous inquiries with respect to 


this activity of the INA. The inquiries came from all 


sections of the country. 


Both the IMUA and the Committee on Interpretation 
wrote to the states to ascertain the facts. Typical of the 
inquiries is the letter which the IMUA addressed to the Ohio 
Insurance Department on October 4, 1954./ That letter read as 


follows: 


"Will you please advise whether or not the Sporting 


Goods, Professional or Scientific Instrument, 
Household Appliance, Heating and Air Conditioning 
Equipment Dealers policies referred to in the 
attached have been submitted to your Department 
for approval. 


"If any or all of them have been approved for 
issuance in your State, it would be very much 
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appreciated if you would tell us to what 
classification of insurance they have been 
assigned. 


"rf they have not been approved by your 
Department, will you be good enough to advise 
us whether or not such policies are permitted 
to be issued in your State." 


On October 15, 1954, the Ohio Department replied 
to the foregoing inquiry: 


“This is to acknowledge your letter of October 4th 
in regard to the new Block policies as issued by 
the North America Companies for Sporting Goods, 
Professional or Scientific Instruments, Household 
Appliances, Heating and Air Conditioning Equipment 
Dealers. 


"These policies were never submitted by the North 
America Companies to this office for approval as 
4t was their opinion that these policies did not 
come within our rating laws. However, after 
hearing about theese policies, this office wrote 

to the North America Companies to obtain copies 

of these policies, which at our request the 

North America Companies did file for us to review. 


"As we received these policies from the North 

America Companies the same day we received your 

inquiry, we are writing them today in regard to 
Lttee | coverage 1 (b), Damage to that part of the 

building and furniture and fixtures occupied by 
to | the insured. This office is of the opinion that 
it would have no objections to these policies if 
they did not cover damage to the building. 


"As stated above, we are writing the North America 
Companies today setting forth our objections to 

these policies being classified as inland marine 
' as they do cover damage to the building." 


t0 The following letter addressed to the Commissioner of 

| Insurance of the State of Vermont on December 15, 1954, is 

| typical of those the Committee on Interpretation addressed to 
the states after the subject had been taken up with that 
Comittee by insurers and by Insurance Departments: 


"We are advised that an insurer is writing or 
offering to write the following policies in 
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your state: 


Household Appliance Dealers 

Office Machinery and Supply Dealer 

Heating and Air Conditioning Equipment Dealers 
Industrial Machinery and Tool Dealers 
Sporting Goods Dealers 

Professional or Scientific Instrument Dealers 
Marine Supply Dealers 


"Each of these policies covers anywhere within the 
United States including on the assured's own 
premises, merchandise owned by the assured consisting 
principally of a stipulated kind and all other 
property usual and incidental to the operation of 
the assured's business. In fact, the policies cover 
the assured's stock of merchandise and all his other 
business property except furniture or fixtures; 
improvements and betterments of buildings; accounts, 
bills, deeds, evidences of debt, money, notes, 
securities; property in the course of manufacture; 
aircraft or any vehicles designed for highway use, 


"In view of the obvious intent of the Nation-wide 
Marine Definition, as adopted by your state, which 
does not include these policies within the Inland 
Marine class, and Interpretation No. 29 (Marine 
Supply Dealers), also adopted by your state, we are 
requested to inquire if the policies above-mentioned 
have been filed with or approved by your state; if 
approved, to what class of insurance they have been 
assigned; if not approved, whether they are 
permitted to be issued in the state as Inland Marine 
or other classification. 


"Your cooperation will be appreciated." 


In order that the Subcommittee may have a clear 
picture of this situation, I should like to remind you that my 
forms of insurance classified as inland marine are not subject 
to the rate filing requirements of state statutes because, to 


use the language of the All Industry Bill, they are not by 


general custom of the business written according to manual rates 


or rating plans. The seven dealers forms under discussion wouli 
have fallen within that category were they properly classifiable 
as inland marine insurance under state statutes or rulings. 


It seems clear from the records that the INA made no 
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: 
giings of the forms and rates, as indeed they would not have 
peen required to do were these legitimate inland marine forms. 
As a result of the inguiries, a number of states 
called upon INA for an explanation of its activities. Some 
time in December, the company addressed Insurance Departments 


as follows: 


"Several weeks ago we advised our offices that we were 
ng willing to expand our Inland Marine facilities for 
dealers to include the following types: 


r Heating and Air Conditioning Dealers 
r Household Appliance Dealers 
Industrial Machinery and Tool Dealers 
’ Marine Supply Dealers 
Office Equipment and Supply Dealers 
Professional and Scientific Instrument Dealers 
Sporting Goods Dealers 


“These new policies will provide fundamentally the same 
proad ‘all risks' coverage as is currently available 
for Camera Dealers, Equipment Dealers, Fine Arts 
Dealers, Fur Dealers, Jewelry Dealers (Block), 
Livestock Dealers and Stamp and Coin Dealers. 


"The instructions to our offices require that each risk 
| is to be rated individually on its own merits, 
characteristics and exposures. Particularly during 
this period of initial development, we believe that 
e an arbitrary rating formula, which could not 

adequately gauge the variations among risks, would 

result only in unfair discrimination. Primarily for 
| this reason, these policies seem to belong in the 
general category of Inland Marine which is not 
customarily subject to filing requirements. In 
this conclusion, we were guided by the fact that 


+ many | existing Inland Dealers forms are unfiled except 


Jewelers Block and Equipment Dealers. 
ject "’ few Departments have inquired about coverage in 

these policies. If you would like to have copies 
to of the forms for your information, we would be 

delighted to send them to you. If you have any 

questions, we will do our best to provide the 

answers." 
rates 

e On January 14, 1955, the Committee on Interpretation 
wo 
wnt to the Commissioners of all states recommended Interpretation 

fiable 


#49 which read as follows: 


de no 
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"Subject: Household Appliance Dealers 
Office Machinery and Supply Dealer 
Heating and Air Conditioning Equipment Dealers 
Industrial Machinery and Tool Dealers 
Sporting Goods Dealers 
Professional or Scientific Instrument Dealers 
Marine Supply Dealers 

"Inquiry: Each of the above-named policies covers among 
other things, merchandise owned by the assureq 
consisting principally of a stipulated kind, 
and all other property usual and incidental 
to the operation of the Assured's business 
anywhere within the United States including 
on the Assured's own premises. In fact, the 
policies cover the Assured's stock of 
merchandise and all his other stock or 
property except furniture or fixtures and 
certain other specified property. 


Are such policies classifiable as Marine or 
Inland Marine insurance? 


“Opinion: :Negative." 

The records of the Committee on Interpretation show thy: 
no action on the recommended interpretation was ever taken by the 
states of New York and Pennsylvania; that it has not been adopted 
by the state of Wisconsin and that it was either adopted or 
approved as advisory by all of the other states and territories ip 
which the Nationwide Marine Definition is in force. 

Mr. Epes makes reference in (b) to the hearing held 
before the Deputy Commissioner of the State of Massachusetts 
on January 18, 1955 and subsequent appeal of INA to the Suprem 
Court of Massachusetts. Neither the IMUA nor the IMIB appeared, 
The Opinion and Decision of Deputy Commissioner Louden and the 
Decision of the Supreme Court on the appeal of INA are so 
illuminating, not only with respect to this case but on the 
general subject of inland marine insurance and the Marine 
Definition, that a copy of each is annexed hereto and marked 
Exhibits No. 11 and No. 12 respectively. 

At a meeting of the Executive Committee of the Inlani 
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yrine Underwriters Association held on May 9, 1955, the 
following Resolution was adopted: 


"WHEREAS it is not the intent of this Association 
in any shape, manner or form to encourage, or 
recommend to any state, the extension of the 
Inland Marine classification of insurance by 
inclusion of Dealers Block Policies not now 
encompassed thereby, and 


"SHEREAS it must, nevertheless, be realized that 
a few states have already authorized and declared 
some such policies within the Inland Marine 
classification, and 


"WHEREAS the Inland Marine Insurance Bureau is the 
state-filing agent for its companies, and 


“WHEREAS the Executive Committee of this Association 
under the foregoing circumstances, in its judgment 
deems it feasible and practicable for the Inland 
Marine Insurance Bureau to take under its 
jurisdiction the so-called Dealers Block Policies 
1 that which are now or may subsequently be authorized 
and declared by any state to be within the 
the Inland Marine classification, now therefore be it 
pied "RESOLVED that this Association recommends to the 
Inland Marine Insurance Bureau that it promptly 
formulate rules, rates and forms for the so-called 
28 in Dealers Block Policies which are now or may 
hereafter be authorized and declared by any state 
to be within the Inland Marine classification and 
make filings thereon in such state or states." 


; On May 10, 1955, the Executive Committee of the 
Inland Marine Insurance Bureau, following consideration of the 

7 recommendations of the IMUA, directed the Bureau to formulate 

¥ rules, rates and forms: for the seven types of dealers policies 


wuder discussion "for filing in the jurisdictions in which the 
said policies have been or may hereafter be authorized and 
declared to be within the Inland Marine classification." 
Pursuant to those instructions, on June 29, 1955, 
the Bureau filed in the states of Florida, Kentucky, New Jersey 
land and Vermont - which states had classified such policies as 


inland marine - forms, rates and rules for the seven classes of 


47932 O—60—pt. 5—- 
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dealers except for household appliance and office machinery and 
supply dealers in the State of New Jersey. These two Classes 
were omitted in that State for the reason that they were not 
approved for classification as inland marine. 

Subsequently other states approved the classificatic, 
of such policies as inland marine and similar filings were made 
therein. At one time the forms were approved as inland mringe 
in the states of Delaware, Florida, Iowa, Kentucky, Nebraska, 
New Jersey, Ohio, Oklahoma, Texas, Vermont, Wisconsin and the 
District of Columbia. As of this time the forms remain 
classified as inland marine only in the District of Columbia ay 
the states of Texas and Wisconsin. In all other states Coverage 
is afforded under the Commercial Property form as @ multiple 
line package. 

When the matter first came to our attention it seem 
to us that it constituted an attempt by the INA to circumvent 
the state regulatory laws by unilaterally declaring or 
classifying the seven classes of risks as inland marine. As 
the record shows 47 states agree that the classes are not inlani 
marine within the meaning of their respective statutes. 

I should like to emphasize too that at no time did 
either the IMIB, the IMUA or the Committee on Interpretation 
suggest that the insurance could not be written by INA or any 
other qualified insurer. The sole question was whether or not 
such insurance could be classified as inland marine and thus 
be free of the regulation prescribed by the rate regulatory 
laws. 

In so far as I can discern from Mr. Epes' statement, 
I have met and answered the specific criticisms levelled against 


me personally or against insurance organizations I serve. 
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It is my hope that these facts and observations 


be of assistance to the Subcommittee in its study. 


Respectfully submitted, 
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Inland Marine Insurance and the IMUA 


a. MARINE INSURANCE in its early days often Was 
referred to as the crucible in which many innovations were 
undertaken by the naturally venturesome marine-trained under. 
writer. His was a free and unfettered mode of operation made 
necessary by the types of risks he was called upon to insure, 

Experience has shown that wherever complete or nearly com. 
plete freedom of action exists in insurance underwriting, wel. 
intentioned undertakings may occasionally get out of hand and 
react unfavorably not only to the venturing underwriter but to his 
contemporaries, as well. 

Although there is no attempt here at an historical discourse op 
inland marine insurance, it nevertheless is pertinent to refer to the 
record. It shows that underwriting processes in the 1920's were 
rapidly approaching a state of confusion with the introduction of 
practices that were disrupting the orderly conduct of the business 
Those developments, perhaps more than any other factors, resulted 
in the determination by the sound influential interests in the busi- 
ness to meet this challenge by creating an instrumentality through 
which some control might be had over underwriting practices. The 
result was the formation of the INLAND MARINE UNDERWRITERS 
ASSOCIATION. 

There appears to exist a contention by some insurance historians 
that inland marine insurance, as it is known today, had its con- 
ception in the Jewelers Block form of insurance introduced in 
London at the turn of the century. The claim also is made that 
this, if not the beginning of inland marine insurance, was an indi- 
cation of things to come. 

Despite those claims it is an historical fact that by the middle 
and late 1920’s marine underwriters were moving into ever-widen- 
ing fields of activity, and their innovations in coverages caused 
great concern to the established fire and casualty branches of the 
industry. Although there was some voluntary and self-imposed 
restraint introduced through the operation of the several so-called 
“conferences”, such as the Jewelers Block Conference, the Personal 
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Effects Conference and others, they were far from being com- 
pletely effective in removing the unsatisfactory conditions. 

Actualiy it was not that type of inland marine insurance which 
pasically brought about the disturbances between the several in- 
dustry groups. Instead it was the branching out by marine under- 
writers which resulted in the encroachment through the issuance 
of all-risk covers, similar to the “Commercial Block Policies” or 
“Merchandise Floaters”, which have again made an appearance. 
Now, however, they carry the label of “Multiple Peril” or “Pack- 
age” rather than inland marine. Those earlier developments 
threatened to cause all inland marine insurance to be placed under 
an intolerable yoke of regulation through rate filing requirements. 

It should require little imagination to see that considerable vio- 
lence might result, competitively and financially, to branches of 
the business required to comply with strict rate regulatory laws 
should another branch of the industry enjoying freedom from such 
regulation use its freedom as a device to invade a regulated field. 

There can be no denial of the fact that this is precisely what 
occurred when inland policies were issued to chain stores, to mer- 
cantile risks of all kinds, even including the corner drug store. 

It was not surprising to find the fire and casualty insurance 
interests become increasingly annoyed; to witness legislation being 
introduced in the State Legislatures designed to place all marine 
insurance under rating laws, or to see the adoption of the Interstate 
Underwriters Board Definition, which barred the writing of marine 
policies on risks coming within that Definition. 

Leaders among the companies in the inland field soon realized 
that none of these efforts was proving effective in eliminating the 
controversial conditions. It became evident that unless the in- 
dustry itself moved to bring about some order, and a binding un- 
derstanding with the other branches of the business, marine under- 
writers would be subject to attack from every quarter. Their an- 
swer to the issue was the formation of an organization which would 
exercise strict control over all of that portion of inland marine in- 
surance susceptible to standardization, and actively cooperating to 
bring into being for adoption by the States, a Nationwide Defini- 
tion of Marine and Inland Marine Insurance. 











2672 THE INSURANCE INDUSTRY 


The Association's Origin 


HE SEED FROM which grew this organization, now celebrg. 

ing its Twenty-Fifth Annual Meeting, took root at a Meeting 
of “Inland Marine Underwriting Companies” held on Decembe, 
20, 1929, when there was appointed a “Committee on Inlang 
Marine Reorganization”. 

One cannot fail to experience a touch of nostalgia in recalling 
the membership of that Committee. It included such illustrioys 
personalities as the late John C. Keegan of the Providence Wash. 
ington Insurance Company, who often was referred to ag the 
“father” of the I.M.U.A.; L. C. Lewis of the Insurance Company 
of North America, the late C. Curtis Macy of Appleton & Cox, the 
recently deceased Hawley T. Chester of Chubb & Son, the late Jay 
Zorn of the Home Insurance Company, Vincent L. Gallagher, now 
of the Pearl Assurance Co., Ltd., and then of the America Fore 
Group; Fred W. Koeckert of the Commercial Union, George (, 
Long, Jr., of the Phoenix Insurance Company, and our “Elder 
Statesman” Edward J. Perrin, Jr., of the Automobile Insurance 
Company. For Mr. Perrin, too, this is a Silver Anniversary for he 
has served continuously as either an officer or a member of the 
Executive Committee. 

The archives do not contain minutes or a record of some of the 
early meetings prior to the official launching of the Association, 
We do find, however, that the Organization Committee’s report was 
“adopted at Meeting of Companies, April 23, 1930”. The Com. 
mittee was originally appointed pursuant to a Resolution which 
read: 


“Resolved: That it is the sense of this meeting that 
one comprehensive organization of companies be formed 
writing the following classes: 

Fur Floaters 

Tourist and Personal Effects Floaters 
Jewelry Floaters 

Parcel Post 

Jewelers Block Policies 
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and that an organization committee be appointed to 
pring such organization into being, with the understand- 
ing that the agency commission on the various classes in 
ordinary territory shall be basically 15% (except Jewel- 
ers Block, which shall be 10%); and with the further 
understanding that, if considered expedient, a classifica- 
tion be worked out on certain of the classes which will 
permit the payment of 15% and 20% agency commis- 
sion in ordinary territory and a preferential commission 
in excepted cities and to qualified general agents.” 


In a report, adopted April 30, 1930, the Committee suggested a 
platform upon which an organization might be formed, and recom- 
mended ways and means for extending its scope to include addi- 
tional classes of insurance. 

The suggested platform provided that the organization be known 
as the INLAND MARINE UNDERWRITERS ASSOCIATION; that it have 
primary and exclusive jurisdiction as regards rates,rules and com- 
missions pertaining to classes over which it exercised control; elect 
officers and members of an Executive Committee; appoint Forms 
and Rates Committees, an Acquisition Cost Committee and a 
Grievance Committee; that each member company have a single 
yote; that the agreement become binding and effective when and 
as signatures thereto had been obtained from companies writing a 
substantial volume of the controlled classes, and that provisions be 
made for the imposition of substantial penalties for violations of 
the rules by members. 

Highly significant, particularly in view of all that has since 
transpired in this business, is the Committee’s further recommen- 
dation: 


“that it shall be considered the duty of the Executive 
Committee of the new Association and that every effort 
shall be made by said Committee at the earliest possible 
date: 

“First: To arrange by agreement to bring all lines sus- 
ceptible to tariff rating by classes under the full jurisdic- 
tion of the Association. 
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“Second: On lines not susceptible to tariff rating by 
classes but for the rating of which general formulae may 
be established, to arrange by agreement for the establish- 
ment of such formulae. 

“Third: On lines not susceptible to tariff rating by 
classes or to the establishment of rating formulae, to 
arrange as far as possible for uniformity of contracts. 

“It is further recommended that pending the conclu- 
sion of such special agreements all the Companies make 
every effort in their power to avoid disturbing the situa- 
tion as regards the uncontrolled lines.” 


The report of the Organization Committee having been accepted 
and adopted as the basis for the creation of the INLAND Maring 
UNDERWRITERS ASSOCIATION, an Executive Committee was elected 
and “empowered to take the necessary steps and incur the neces. 
sary expenses to bring the organization into being.” 

Following the meeting on April 23, 1930, numerous meetings of 
the Executive Committee were held. 

On May 1, 1930, it was noted that there were approximately 
169 companies actually writing, or about to write, Inland Marine 
insurance, of a total of some 400 companies authorized to so do, 
Pledges had been received from 76 or about 50 per cent of the 
companies then actually engaged in the Inland business. 

By June 26, 1930, signed pledges numbered 110, only 9 declin. 
ations had been received, and support in some degree had been 
pledged by 32 others. 

On September 22, 1930, the Executive Committee resolved that 
“upon receipt of revised pledges from all of the companies which 
had signed preliminary pledges, plus the Great American and 
Boston group, whose memberships were considered essential, the 
President and Chairman be authorized to give 60 days notice of 
a date when this Organization shall become effective.” 

Minutes of the October 30, 1930 meeting, which was a lengthy 
session and well attended, contain several items worthy of note 
and of great personal import. First of all it was agreed that pro 
vided signatures were obtained from all “essential” companies on 


or before December 15, 1930, the effective date of the Organize 
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tion would be January 1, 1931. Secondly, the meeting adopted 
forms, rates and rules for the classes originally under jurisdiction. 
The last noteworthy item to come before the meeting, and by no 
means the least in so far as we were concerned, was adoption of 
the recommendations that the services of Albert Willcox & Co., 
Inc, be retained as Managers of the Association. Raymond T. 
Marshall, who was then the President of Albert Willcox & Co. and 
your chronicler, the Secretary of that Corporation, were invited 
and attended our first meeting of the Executive Committee. We 
then and there assumed our duties with the understanding that no 
compensation would accrue to us unless organization was actually 
consummated. 

We recorded our first meeting on November 25, 1930, and it is 
now with a feeling of considerable pride that we have served the 
organization continuously since that time. 

Mr. Vincent L. Gallagher, reporting for the Membership Com- 
mittee, which had performed a truly herculean task, on December 
15, 1930 advised the Executive Committee that all of the essential 
signatures had been received. Accordingly, in keeping with the 
Resolution of October 30, the organization was to come into official 
being on January 1, 1931, with a charter membership of 138 com- 
panies plus any who might join that illustrious group, before 
January 1. 

That is how the Association started, auspiciously, on January 
1, 1931. 











2676 THE INSURANCE INDUSTRY 


The Quarter Century Stud 


compa 

HE EXECUTIVE COMMITTEE of the Inland Marine Under. under 
writers Association held its first regular meeting January 15, Asn 
1931. The minutes of that meeting, one of the longest on Tecord Act 
covered twenty-two pages, and although the hour of ad journmep, Rele 
is not recorded, it is not unlikely that the meeting continued far Rep 
into the night, as did so many of the meetings during the early $1,174 
days of thé Association. We well recall meetings convening at ten Con 
o’clock in the morning and continuing until adjournment afte risks 
midnight each day for two days with time out, and not much time Incl 
at that, for only lunch and dinner. diction 
When one considers the responsible positions held in their rp. Dist 
spective companies by the men who served on the Executive Con. 
mittee, and who went through those lengthy meetings, he realiza 
the seriousness with which those executives considered this tas 
of building a lasting foundation for the new organization. a reast 
C. Curtis Macy of Appleton & Cox was the first chairman of th | ities o 
Executive Committee, and his untimely death cn January 10, 1936, | of this 
removed a vital personality from the ranks of the new organiz| Op 
tion. He had ruled it with a firm but benevolent hand. His vag tory 0 
knowledge of marine insurance, and his acknowledged leadership the hi 
in the business eminently qualified him to direct the important} Aj 
work of that Committee. with ¢ 


Fro! 
period 
ever if 


The first regular meeting was attended by, among others, such| tion” ; 
well remembered and colorful individuals as John Hollerith, North | gtisfa 
British & Mercantile; Chan Timberlake, Hartford Fire (the pep| merou 
pery ex-Texas cowboy); John Braislin, then of Fireman’s Fund; | 95 we 
Marty Morron, Aetna; Don Bowersock, then of Providence Wash | tempe 
ington; Lee Ross, Phoenix of Hartford and Tom Deering, then | the di 
with the Fireman’s Fund. The meeting was concerned with such | Unc 
matters as: days ¢ 

A report of the Acquisition Cost Committee with respect to the | ly res 
filing of requests for “special compensation”; was a 

Changes in rules pertaining to Personal Effects, Jewelry andFu| Aft 
policies; follow 


Provit 
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Study of “Personal Property Floater policies issued by a few 
companies in the middle west”, with a view to bringing the class 
| under jurisdiction; 


i Assumption of jurisdiction over Negative Film business; 
om Action upon applications for membership; 
record, ; . : : : 
) Relations with Fire and Casualty organizations; 
“ae Report on income and expenses amounting to a total of 
) 
a $1,174.25 and $781.88, respectively; 
| te Commencement on March 1, 1931, of rating of Jewelers Block 
at ten 


tisks by the Association; 
t after 


h ti Inclusion of the Hawaiian Islands within the Association’s juris- 
Ime 


diction; 

; Distribution of bulletins. 
lr re. 
? Com. 
ealizes 
iS task 


From the first meeting the Association settled down to a long 
period of arduous work by unselfish and able men serving on an 
ever increasing number of committees of all kinds. To here record 
areasonably complete chronological list of the Association’s activ- 
ities over the years would require volumes and is not the purpose 
of this effort. 

On the other hand, we would not do justice to the notable his- 
tory of the organization if we failed to set forth at least some of 
the highlights of its first quarter century. 

Almost from the very beginning the Association found itself 
with a “hot potato” in trying to untangle the “commission situa- 
tion” and adopt a set of regulations which would be reasonably 
satisfactory to at least a substantial majority of the members. Nu- 
le pep | merous meetings were held by the Acquisition Cost Committee 
Fund; | gs well as special meetings of the Executive Committee. ften 
Wash- | tempers flared and acrimonious debate more than once threatened 
g, then | the dissolution of the young organization. 

h such | Under the able guidance of George C. Long, Jr., and after weary 
| days of labor over a period of many months differences were final- 

to the | ly resolved and an acceptable program of commission regulation 
| was adopted and implemented. 

ndFu} After the Acquisition Cost problem was finally resolved, it was 

followed by a victory party at the famous Squantum Club in 

Providence, R. I., hosted by John Keegan in keeping with a prom- 
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ise to the Committee members and management. 
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Some idea of the difficulties confronting the organization May 
be gleaned from a statement made by Mr. Macy to a special meet. 
ing of the Executive Comimttee on June 3rd and 4th, 1931. Th, 
following is quoted therefrom: 


“We have reached a critical point in the life of the 
I.M.U.A. and while the questions to be decided may 
appear, on the surface, to be comparatively unimportant 
points concerning compensation to various types of 
agents, to those who look below the surface, the real 
question is whether the larger number of Fire companies 
now taking up the Inland Marine business and the older 
Marine offices which have written it for many years can 
function harmoniously in a single Organization which 
can effectively preserve the balance between them, bring 
these and other important Inland Marine lines under a 
proper measure of control and enable all the companies 
interested to present a united front against the many 
opposing influences which seek to restrict the future de- 
velopment of the business. 

“We are attempting a union of some very divergent 
elements. Our membership is divided into two major 
classes: 

“First: Members whose background is primarily the 
Fire business. Many companies whose business is pri- 
marily Fire have only recently started to write the In- 
land Marine lines. All such companies are accustomed 
to operating in an organized way with standardized 
forms, rates and underwriting and agency rules, although 
the observance of those rules has by no means always 
been on a 100 per cent basis. 

“Second: Companies or groups whose background is 
primarily Marine. Such Organizations have been accus- 
tomed to the utmost freedom of operation and to con- 


For some of | 
us it was our first introduction to the justly famous and equally | 


potent Fish House Punch. To all who were in attendance jt 
was an affair never to be forgotten. 
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of | sidering each proposition on its individual merits, wheth- 
ally | er the points to be considered were matters of forms of 
2 it policy, rates, underwriting rules or agency arrangements. 

“For two such classes of companies to work together 
nay presents a problem very similar to some marriages. 
eet. | Either the parties must learn to put up with each other’s 
The peculiarities or they will end in the divorce court. 


“Our problem is not even so simple as indicated above, 

for there is no clean cut line between the two classes 
mentioned above or solidarity or uniformity within 
either. Some operate in Groups with Fire, Marine and 
Casualty facilities all under the one management; some 
specialize on one type of underwriting. Some produce 

their business through local agents supervised by head 
offices and field men primarily; some work through gen- 

eral agencies; others have developed extensive Branch 
Office plants. Some develop their Inland Marine busi- 

ness through their Fire plants; others keep it as a sep- 

| arate branch and still others develop it with the Ocean 
| Marine. Even the older Marine offices are by no means 


a unit as to methods of development, for certain offices 
write a big volume largely at their head offices with a 
few agencies; others have developed certain large and 
important agencies in leading cities with few local agents; 
others have relied on agents of affiliated fire departments 
for their Inland Marine business and still others have 
developed complicated agency plants which are com- 
binations of the various methods. 
“The big question before us is — ‘Can all of these 
divergent elements live together in this new Organiza- 
tion?’ We all hope that the answer will be ‘Yes’.” 


If we were to interpolate at this point we might be tempted to 
reiterate that there really is nothing new under the Sun, and that 
the difficulties of those early times would emphasize some of to- 
day’s problems. 

The first serious crisis began to take shape during December 
of 1931. The fledgling organization had assumed jurisdiction over 
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and promulgated forms, rates and rules for the writing of Furrier, 
Customers insurance. 

At the December meeting there was read to the Executiy 
Committee a letter from President Bigelow of the St. Paul Fis, 
and Marine Insurance Company strenuously protesting the ney 


rules and indicating his unwillingness to abide by them and suffe, | 


what he envisaged would be a serious loss of business to nop. 
organization competitors. 

Many at the meeting expressed sympathy with Mr. Bigelow; 
viewpoint and sought either suspension, withdrawal or revision 
of the new rules. 

Debate was long and at times most vehement. The discussion 
resulted in the unanimous adoption of a motion that the rules be 
re-affirmed; members reminded of their pledge to observe the rules 
and that any revisions which might be recommended by the sub. 
committee take effect at a later date. Thus came about the first 
real test of the strength of the Association. 

The chips were down! Survival, in the minds of many, was prob. 
lematical. 

At that same meeting the groundwork was laid for still another 
test, although none knew it at the time, in the submission of 
proposed rules, including forms, rates and commissions, for Fine 
Arts insurance. 


January 7th and 8th, 1932, saw another two-day special meet- 
ing primarily on the rapidly degenerating Furriers Customers 
insurance issue. On January 8th, Association President Hendon 


Chubb addressed a stirring reminder to the companies of the obli- | 


gations they had voluntarily assumed in accepting membership 
and urged that steps be taken to ascertain any violations of the 
rules. 

After much debate the Secretary-Manager was directed to query 
all members as to their observance as of January Ist and there- 
after of all Furriers Customers rules, rates and forms and to tum 
over all replies to the Executive Committee. Before the meeting 
adjourned late in the afternoon of the 8th, several of those present 
openly admitted that their respective companies were in violation 
and agreed to remove or correct the violations forthwith. 
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As early as January 21st, 35 of the 47 member groups had re- 
plied to the questionnaire. The replies disclosed a number of 
violations and one flat refusal to follow the rules. Before that 
meeting was over the Association received its first notice of resig- 
nation from a leading writer of Inland insurance—the St. Paul 
Fire & Marine. 

A review of the Association records made in the preparation of 
these data shows clearly how the increasing interest of the mem- 
bers was aroused by the discussions taking place. Whereas at 
frst few besides the actual members of the Executive Committee 
were attending meetings, by now the Committee members were 
regularly outnumbered by Association members not on that Com- 
mittee. As most of our readers will know, from its very beginning 
all meetings of the Executive Committee were open to the entire 
membership with the full privileges of the floor and only voting 
privileges reserved to elected members of the Committee. 

With reports in from all members it was found necessary to 
replace temporarily three members of the Grievance Committee 
who were ineligible to serve. In recognition of the gravity and 
importance of the item, President Chubb assumed temporary 
Chairmanship of the Grievance Committee and appointed Mr. 
Douglas Cox, president of Appleton and Cox, and Mr. Benjamin 
Rush, president of the Insurance Company of North America, to 
the vacancies. 

We well recall the many hours of deliberation, the discussions 
with representatives of companies acknowledging themselves to be 
in violation, and the preparation of the Committee’s report. Indica- 
tive, too, of the attitude of respect for the Association which was 
to be evidenced many times in the future, was the following 
letter written to the Secretary-Manager by Mr. Bigelow: 


“Before hearing the report of the Grievance Commit- 
tee and before there can be any suggestion of trade or 
bargain or threat, I want to recall the resignation by 
the St. Paul Fire and Marine Insurance Company of its 
membership in the Inland Marine Underwriters Associa- 
tion. 


“I think we have all learned a great deal from recent 
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experiences and are all impressed with the need for a 
constructive yet elastic organization. 

“I believe that we can all be more successful through 
cooperation: that this Association is in a pivotal spot in 
the Insurance business of the country today and can be- 
come a great constructive force. I want to cooperate with 
you to that end.” 


The report of the Grievance Committee, unanimously adopted, 


found seven groups of companies guilty of having violated the 
rules of the Association and recommended penalties ranging from 
$250 to the maximum of $1,000 in two cases. 

The penalties were promptly paid, as were those subsequently 
assessed for violations not covered in the first report. The first 
grave test had been passed with colors flying, and the organization 
gained strength and the respect of the industry. 

What had transpired in this instance foreshadowed events to 
come and even then engendered the feeling that we might point 
with pride. 

There were other storms and crises as the years rolled on. That 
each was weathered is attested by this celebration of our Silver 
Anniversary, which finds us a more vital force than ever in spite 
of the major changes in our structure and functions. 

As early as 1931 we started attending meetings of the National 
Association of Insurance Commissioners and established cordial 
relations and 4 liaison which have prevailed throughout the years. 
We may point with pride to those friendly relationships, and the 
benefits which have accrued to all by reason of the spirit of mutual 
cooperation and trust which has always been so evident. 

Never humdrum, the young organization settled down to more 
or less routine activities. In spite of threatened defections of “es 
sential” members, minor and sometimes major upheavals brought 
about primarily by normal differences of opinion and methods of 
operation, the Association continued to progress in fulfillment of 
its avowed purposes. 

Jurisdiction of the Association was expanded so that eventually 
all classes were controlled as to commissions and those susceptible 
to uniformity, as to forms, rates and rules as well. Thus, while at 
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the start control was exercised over only six forms of Inland polli- 
cies, namely, Fur Floaters, Tourist and Personal Effects Floaters, 
Jewelry Floaters, Parcel Post and Jewelers Block policies, by the 
middle of 1932 full jurisdiction had been assumed over such im- 
portant additional classes as Bridges and Tunnels, Personal Prop- 
ety, Furriers Customers and Fine Arts. 

The progress made in expanding the organization enabled it to 
step in and render an invaluable service to such public authorities 
gs the Port of New York Authority, the Tri-Borough Bridge Au- 
thority, the San Francisco-Oakland Bay and Golden Gate Author- 
ities, by solving the complexities inherent in the insuring of their 
respective bridge and tunnel properties. The liabilities to be 
assumed by insurers in some cases were so colossal as to tax the 
capacity of the entire world insurance market. 


By the time the New York World’s Fair was held in the late 
thirties, it was a relatively simple task for the Association to step 
in and solve the problems incident to insuring in excess of 
$28,000,000 worth of the world’s art treasures to be exhibited in 
the relatively small structure specially built for that purpose. Only 
the fact that the Fair was held over for a second year enabled 
the companies to come out of that venture with a fair experience. 
Before the exhibit opened underwriters had a loss on a single item 
which far exceeded the full premium for the year the Fair was 
originally scheduled to run. 

By the time of the outbreak of World War II the IMUA was 
recognized as one of the important nationwide organizations in the 
insurance industry. Its services were called upon from time to time 
by several branches of the Federal Government in connection with 
the war effort, and your General Manager had the honor and privi- 
lege of serving both the War Damage Corporation and the War 
Shipping Administration. 

While the very nature of the inland field was such that our war 
eflorts did not assume the spectacular proportions of some other 
branches of the industry, no one will dispute their importance, nor 
that of the over-all efforts of our members. 

In 1942, while World War II was at its height and in its worst 
period, the property insurance industry found itself under Federal 
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indictment charged wtih anti-trust law violations, in the South. 
Eastern Underwriters Association case. When the Supreme Coy 


of the United States on June 5, 1944, handed down its famous | 


decision holding insurance to be interstate commerce the inlang 
segment of the industry was confronted with the necessity of 
making the most important decision in its entire history. 


Until that time one of our most important tasks had been rp. 
sistance of efforts to subject inland marine insurance to rate regu. 
lation requiring rate filings. We were successful in CONVincing 
State insurance departments and State legislatures that such regy. 
latory laws would not be in the best interests of either the public 
or the companies and, in spite of all that has since transpired, we 
need offer no apologies for that viewpoint. 


The S. E. U. A. decision, however, made it imperative that the 
industry either discontinue all of its acts in concert and coopera. 
tion which were forbidden as a result of the decision or, as an gl. 
ternative, seek legislation which would give to the companies the 
legal backing envisaged in Public Law 15, as adopted by the 
Congress following the Court’s decision. 

Our industry concluded that the public and companies alike 
were best served by concert of action and cooperation in rate 
making, which had long been an IMUA function. This procedure 
was to be followed just so long as the necessary State rate regula. 
tion did not force into the strait-jacket of rate filings that large 
and important segment of the business which required complete 
freedom of action. 

This then became the program of the Association. We joined 
with other insurance organizations and insurance department off- 
cials in the preparation of what ultimately became known as the 
All Industry Rate Regulatory bills. We then lent our aid and 
assistance in the passage of those bills by State legislatures. 


Very early in the discussions our companies recognized the 
need for major changes in our organizational setup. It was de 
cided that the Association should divorce itself completely from 
rate making activities and of course give up its tight control over 
commissions which had worked so well after the initial difficulties 
had been hurdled. In order to be prepared to operate under the | 
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rate regulatory bills the Inland Marine Insurance Bureau was or- 
ganized by the members of this Association, to become a statutory 
rating bureau for the purpose of making and filing rates, rules and 
forms on behalf of its members and subscribers. 

On May 27, 1948, the IMUA divested itself of the last of its 
rate and commission controls and took up its new and varied 
functions as the trade association of stock companies in the inland 
field. 

Turned over to the new Bureau were forms, rates and rules for 
each class of Inland Marine insurance at that time subject to the 
rate filing requirements of State statutes. The list of those classes 
was a far cry from the few forms originally brought within the 
purview of the IMUA in 1930. Included were Inland Marine 
coverages on or for: 


Bicycles Parcel Post 

Bridges and Tunnels Personal Effects 
Camera and Sound Equipment Personal Furs 

Cotton Buyers Transit Personal Jewelry 

Fine Arts Personal Property 
Floor Planned Merchandise Radium 

Furriers Customers Registered Mail 
Garment Contractors Railroad Rolling Stock 
Horses and Wagons Stamp and Coin Collections 
Jewelers Block Theatrical Properties 
Musical Instruments Tourist Baggage 
Negative Films Wedding Presents 
Neon Signs Wool Growers 


This imposing list is living proof of how well the Association had 
carried out the mandate of its founders “to arrange by agreement 
to bring all lines susceptible to tariff rating by classes under the 
full jurisdiction of the Association”. 

The advent of State regulation created many problems which 
came within the purview of the IMUA rather than the Rating 
Bureau. Meetings with supervisory officials became more and 
more frequent, and relations increasingly cordial and friendly. 
With the passage of time, department officials became more cog- 
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nizant of the inland class. At least some of the unwarranted air o 
mystery with which it had become surrounded was removed, 

In its new and current role, the Inland Marine Underwrite;, 
Association through the will and the efforts of its members, may 
be expected to continue as a champion of American free ente;. 
prise; as a strong vital force representing its assigned segment oj 
the great insurance industry in the fields of public relations, legis. 
lation, loss prevention, recoveries, cooperation with law enforce. 
ment officials, elimination of fraudulent claims and claimants, and 
to work always towards the general improvement of its products ty 
the ultimate benefit of the consumer, the agent and the company, 

Our Twenty-fifth Anniversary finds us in the midst of conditions 
within the industry reminiscent of some of those which prevailed 
a quarter of a century ago. We may with certainty look forward 
to occupying an important role in the working out of our industry's 
current problems. We may be confident too that clear thinking 
and wise leadership will continue to prevail. The day is always 
darkest just before the dawn. 


* * * * & 


As we humans make this fleeting and momentary stop on the 
pathway to our eternal destiny we find ourselves in the age of 
univac and automation. But just as univac would be as impotent 
as so much junk metal without the men and women who conceived 
it, brought it to fruition and operate it, just so is an organization 
like ours one of people and equally dependent upon those indi- 
viduals who through the years contribute to its functioning in 
many ways. 

And if one may, in retrospect, feel that this world of ours is just 
a mite better place for his having been here, just so too is that the 
supreme test of an organization. Who will gainsay we all can 
now look back and point with pride, serene in the knowledge that 
the great industry of insurance and all who are served thereby are 
better because of the IMUA’s accomplishments during the past 
quarter century. Whatever its ultimate destiny, may the heritage 
left by its founders always serve as a shining guide to those who 
succeed them, even unto the end of its time. 
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A Few Facts of Interest 
Then... Now... 


Presidents of the United States 
Honorable Herbert Hoover Honorable Dwight D. Eisenhower 


Dow-Jones Averages 
December 31,1929 . . . 248.48 December 31, 1954 .. . 404.39 


Public Debt of United States 
as «+ « © $16,931,000,000 1954 .. . . . $271,259,000,000 


United States National Income 
a $78,576,000,000 1954 . . . . +. $805,002,000,000 


Federal Budget 
1929 . . . . . $ 3,298,859,486 1954 . . . . . $ 67,578,608,115 


New York City Budget 
19929 ... - - $ 588,928,697 1954... . .$ 1,639,438,325 


United States Exports and Imports 
— 193) — — 1953 — 
Exports . . . . $ 3,8438,181,000 Exports... . $ 15,347,420,000 
Imports . . . . $ 3,060,908,000 Imports . . . . $ 10,873,552,000 


Number of Companies Writing Inland Marine Insurance 
(New York State Insurance Department Report) 


 _e as ee) ae. eae ee ee 
Stock 207; Mutual 42; Reciprocal 7 


Assets of Companies Writing Inland Marine Insurance 


19929 ... . . $ 2,020,699,126 1953 ... . .$ 6,416,863,382 
(I.M.U.A. members—Two com- (I.M.U.A. members—Sixteen 
panies over $100,000,000) companies over $100,000,000) 


Inland Marine Insurance Premiums 
a 54,669,149 1953 .....§$ 324,370,758 


Fire Insurance Premiums 
ie... « . . . §$ 688,782,496 1968 .... .§ 1,800,106,706 


All statistics are latest available. 
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Officers and Executive Committee 


1954 


L. M. BALDWIN, Travelers Insurance Co., President 

D. F. Cox, Jr., Appleton & Cox, Inc., Vice President 

P. W. SCHEIDE, Phoenix Ins. Co., Chairman, Executive Committee 
H. L. WAYNE, General Manager 

J. G. BILL, Assistant General Manager 


EXECUTIVE COMMITTEE 


J. F. DANAHER”*, U. S. Fidelity & Guaranty Co. 

D. H. Davies, Phoenix Assurance Co. 

W. E. Myers, Commercial Union Assurance Co. 

F. B. MCBRIDE, Home Insurance Co. 

G. G. QuIRK, Aetna Insurance Co. 

H. W. CASLER, North British & Mercantile Insurance Co. 
S. F. Law, Springfield F. & M. Insurance Co. 
WOODWARD MELONE, Fireman’s Fund Insurance Co. 
E. J. PERRIN, JR., Automobile Insurance Co. 

O. A. OGDEN, National Fire Insurance Co. 

G. S. ATKINSON, Hartford Fire Insurance Co. 

G. W. Cowarp, St. Paul F. & M. Insurance Co. 
HAROLD JACKSON, Wm. H. McGee & Co. 

G. W. Nrxon, Marine Office of America. 

J. L. POWELL, Chubb & Son. 


* Deceased 
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Those Who Have Served 


PRESIDENTS 

| Hendon Chubb | 1930-1932 

Benjamin Rush oe ae dea'a eg: i 1933-1934 

John C. Keegan ,iee eas te te © egigry tiene 
| £, J. Perrin, Jr. inte 4a tae 1937-1938 
| H. V. Smith bet ce Bee ee 1939 

H. T. Chester err TT ae 1940-1941 
|W. R. McCain oats oe ... 1942-1943 
| § W. Carey, 3rd __ ea 1944-1945 
| Dennen.) YI OSA 1946-1947 
| Re Werin, Jr)... . 2... eek. _.. 1948-1949 
| BB.McBride ... od) 
| J. L. Powell fis 0% 9 oe ae 1952-1953 
| L. M. Baldwin were re .... 1954 

VICE PRESIDENTS 

R. B. Ives ah oe 1930-1931 

W. R. Hedge rie. 1930-1931 
a. sc uy oa oe pa 4 4 one wen ee 1932 

CO ee 1932 

eee | 1933 

0 1933 
0 EE ee 1934 

EM OR es. add cb swe ow amet 1934 

i Me owed Rae . 7.989385 

H. T. Chester Bags: th sae dni  1aS 

H. V. Smith sabia 5 20D i eam 1936 


W.F. Boylan ...... ni Se ite ae eel 
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mF. Cetiacciar. aque f4- oft Ws BR 1937 
eS kk ee wake we eS 1937 
a ee Saete Bee oe ek ees oF 1938 
ee ahah a 6:4. 9 ho eA 1938 

oe Peer eee eee 1939 
PO 2 ULE e ate SE ae 1939-194) 
Ag RE area ear eet 1942-1945 | 
ct MR A i dea so 8, aT e ae eae Baga a he 1947 
Se eee ee eee ee ee 1948-195) 
ee SS ee Ler a ee 1952-1953 


Seay c tg ees cheba se Hs 1954 


CHAIRMEN OF EXECUTIVE COMMITTEE 


C. C. Macy pm, Si-nc ol Ae 
Pa eee. 1932-1933 | 
ke bee a Seba L eed 1934 | 
I oi. ice, ceed die om tetas hale Te 1935-1936 | 
i 8216 5, . beet Cons. -- 1937-1938 | 
Seana Date es Se 1939 
PE Sak cet eet ea chk heehee te 1940-1941 
2. ee eee ee ee 1942-1943 

le ee eee ee ee oe 1944 | 
IR. oR wey ply IM pnete Kas as ae PI 1945 

i es. Ses AR A 1946-1947 
ee ST ee ee ee IE 1948-1949 
OE cc ceed tae een eters a4 1950-1951 | 
Oe ere eae aoe errr. er 1952-1953 
OI. lke elas 83 eek eee Cee oe 1954 
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Members of Executive Committee 


1930 
J. C. Keegan 
L. C. Lewis 
W. F. Boylan 
V. L. Gallagher 
E. J. Perrin, Jr. 
F. W. Koeckert 
Jay Zorn 
George Jordan 
J. C. Braislin 
G. C. Long, Jr. 
Lyman Candee 
J. P. Hollerith 
W. H. McGee 
C. G. Timberlake 


1931 
J. C. Keegan 
L. C. Lewis 
V. L. Gallagher 
E. J. Perrin, Jr. 
F. W. Koeckert 
W. F. Boylan 
Jay Zorn 
F. B. McBride 
J. C. Braislin 
G. C. Long, Jr. 
A. H. Witthohn 
J. B. Hollerith 
W. H. McGee 
C. G. Timberlake 


1932 
C. C. Macy 
J.C. Keegan 
L. C. Lewis 
V. L. Gallagher 


F. W. Koeckert 
W. F. Boylan 
Jay Zorn 

F. W. McBride 
J. C. Braislin 


1933 
C. C. Macy 
J. C. Keegan 
V. L. Gallagher 
W. A. Hebert 
H. T. Chester 
Harold Jackson 
G. C. Long, Jr. 
C. G. Timberlake 
J. P. Mayer 


1934 
Harold Jackson 
G. C. Long, Jr. 
C. G. Timberlake 
J. P. Mayer 
W. R. McCain 
J. M. Thomas 
. V. Smith 
. F. Boylan 
. C. Torrey 


1935 
. R. McCain 
. V. Smith 
. F. Boylan 
. C. Torrey 
. C. Braislin 
. BB 
. = 
. & 
. J. 


O<m: 


McBride 
Rupprecht 
Macy 

pede Jr. 


PEO Re aie 
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MEMBERS OF EXECUTIVE COMMITTEE—(Continued) 





1936 


F. B. McBride 
C. F. Rupprecht 
D. F. Cox 

E. J. Perrin, Jr. 
H. T. Chester 
G. C. Long, Jr. 
Harold Jackson 
A. H. Bonito 

J. P. Mayer 


1937 


H. T. Chester 

G. C. Long, Jr. 
Harold Jackson 
N. K. Levis 

J. P. Mayer 

J. C. Braislin 

C. G. Timberlake 
H. V. Smith 

O. C. Torrey 


1938 
S. W. Carey, 3rd 


O 
Aw 
1 
~ 


. McBride 
. McCain 
. Braislin 
. Timberlake 
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. T. Chester 

. Perrin, Jr. 
. Mayer 

. Gleiser 


Ot mr 
QM, 





THE INSURANCE INDUSTRY 


H. I. Bartlett 
. W. Carey, 3rd 
. C. Keegan 
. C. Lewis 
. B. McBride 
.R. McCain 


Co aa 


1940 


E. J. Perrin, Jr. 
J. P. Mayer 

O. C. Gleiser 

H. I. Bartlett 

J. J. Barghusen 
N. K. Levis 

T. S. Deering 

L. R. Ross 
Harold Jackson 
W. F. Boylan 
A. W. Barthelmes 
F. B. McBride 
R. B. Miller 

S. W. Carey, 3rd 
M. E. Sprague 


1941 


E. J. Perrin, Jr. 
. P. Mayer 

C. Gleiser 
C. Braislin 
A. Robinson 
K. Levis 

. C. Bowersock 
L. R. Ross 
Harold Jackson 
W. F. Boylan 

A. W. Barthelmes 
F. B. McBride 
R. B. Miller 
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MEMBERS OF EXECUTIVE COMMITTEE—(Continued) 


S. W. Carey, 3rd 
M. E. Sprague 


1942 


A. W. Barthelmes 
S. F. Law 

R. B. Miller 

J. L. Powell 

H. E. Sayre 

J. C. Braislin 

O. C. Gleiser 

J. P. Mayer 

E. J. Perrin, Jr. 
G. A. Robinson 
0. C. Torrey 

D. C. Bowersock 
L. R. Ross 
Harold Jackson 
W. F. Boylan 


1943 


H. I. Bartlett 
W. F. Beyer 

§. F. Law 

G. B. Lucas 

J. L. Powell 

0. C. Torrey 

D. C. Bowersock 
L. R. Ross 
Harold Jackson 
W. F. Boylan 

J. C. Braislin 

0. C. Gleiser 

J. P. Mayer 

E. J. Perrin, Jr. 
G. A. Robinson 


1944 
0. C. Torrey 


L. R. Ross 
Harold Jackson 
W. F. Boylan 

A. E. Barthelmes 
H. I. Bartlett 


= 

= 
re yy 
i) 
2 


ucas 
owell 
. Robinson 
. Jerrin, Jr. 
. Quirk 
. Gleiser 
. Baldwin 


'U 


rFrONMAH+OD 
eNactpl ms, 


ba, 
Se) 
~ 
Nn 


Haefner 


’ 
> 
= 


. Powell 

. Bartlett 

. Barthelmes 
. Robinson 
. Perrin, Jr. 

. Quirk 
. Gleiser 

. Baldwin 
. Torrey 

. DeGray 
L. R. Ross 
Harold Jackson 
W. F. Boylan 


1946 


G. A. Robinson 
E. J. Perrin, Jr. 
G. G. Quirk 

O. C. Gleiser 
L. M. Baldwin 
O. C. Torrey 
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MEMBERS OF EXECUTIVE COMMITTEE—(Continued) 


L. R. Ross 
Harold Jackson 
W. F. Boylan 

H. B. DeGray 

A. W. Barthelmes 


J. H. Glinsmann, Jr. 


L. J. Haefner 
G. B. Lucas 
O. A. Ogden 


1947 
O. C. Torrey 
L. R. Ross 
Harold Jackson 
W. F. Boylan 
H. B. DeGray 


. F. Law 
. H. Glinsmann, Jr. 
. J. Haefner 
. P. Butler 
. A. Ogden 
. S. Atkinson 
. I. Bartlett 
. G. Quirk 
. C. Gleiser 
. M. Baldwin 


FOOTAGCNKrSSY 


O. C. Torrey 

L. R. Ross 
Harold Jackson 
W. F. Boylan 
D. F. Cox, Jr. 


1949 


Torrey 

P. W. Scheide 
Harold Jackson 
W. F. Boylan 

D. F. Com ae, 

J. H. Glinsmann, Jr, 
S. W. Carey, 3rd 
J. J. Barghusen 

L. J. Haefner 

E. M. Cheston 


1950 


O. C. Torrey 
P. W. Scheide 
Harold Jackson 
G. W. Coward 
D. F. Cox, Jr. 


J. H. Glinsmann, Jr. 


. W. Carey, 3rd 


. Niggeman 
. Cheston 
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MEMBERS OF EXECUTIVE COMMITTEE—(Continued) 


1951 


J. H. Glinsmann, Jr. 


S. W. Carey, 3rd 
J. J. Barghusen 
L. W. Niggeman 
E. M. Cheston 
O. A. Ogden 

H. I. Bartlett 

§. C. Bird 

T. S. Deering 

E. J. Perrin, Jr. 
G. S. Atkinson 
G. W. Coward 
D. F. Cox, Jr. 

V. L. Gallagher 
G. W. Nixon 


1952 


0. A. Ogden 

H. I. Bartlett 

§. C. Bird 

T. S. Deering 
E. J. Perrin, Jr. 
G. S. Atkinson 
G. W. Coward 
P. K. Mullen 
V. L. Gallagher 
G. W. Nixon 

J. J. Barghusen 
E. H. Carson 

D. H. Davies 

F. B. McBride 
L. W. Niggeman 


1953 


. S. Atkinson 
. Coward 
. Mullen 
. Gallagher 
. Nixon 
. Carson 
. Davies 
. Deering 
cBride 
uirk 
asler 
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tase Melone 
E. J. Perrin, Jr. 
P. W. Scheide 


1954 


J. F. Danaher 
D. H. Davies 
W. E. Myers 

F. B. McBride 
G. G. Quirk 

H. W. Casler 
S. F. Law 
Woodward Melone 
E. J. Perrin, Jr. 
O. A. Ogden 

G. S. Atkinson 
G. W. Coward 
Harold Jackson 
G. W. Nixon 

J. L. Powell 
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In Memory of These Departed Former 


Officers and Executive Committee Member, 
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Walter F. Beyer 
Allan H. Bonito 
Donald C. Bowersock 
Lyman Candee 
Hawley T. Chester 
D. Farley Cox 
Joseph F. Danaher 
Henry B. DeGray 
William R. Hedge 
John P. Hollerith 
Ralph B. Ives 

John C. Keegan 

C. Curtis Macy 
Raymond T. Marshall 
William H. McGee 
R. Bruce Miller 
Benjamin Rush 
Chan G. Timberlake 
John M. Thomas 
Adolph H. Witthohn 
Jay Zorn 
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Members 


Aetna Insurance Company 

Agricultural Insurance Company 

Albany Insurance Company 

Alliance Assurance Company, Ltd. 
American Central Insurance Company 
American Eagle Fire Insurance Company 
American and Foreign Insurance Company 
American General Insurance Company 
American Insurance Company of Newark 
American National Fire Insurance Company of N. Y. 
American Surety Company of New York 
American Title and Insurance Company 
American Union Insurance Company 
Assurance Company of America. 

Atlantic Fire Insurance Company 

Atlas Assurance Company, Ltd. 

Automobile Insurance Company 


Bankers Fire and Marine Insurance Company 
Baloise Fire Insurance Co., Ltd. 

Baloise Marine Insurance Co., Ltd. 

Bankers Indemnity Insurance Company 
Birmingham Fire Insurance Company (of Alabama) 
Birmingham Fire Insurance Co. (of Pennsylvania) 
Boston Insurance Company 

British America Assurance Company 

British and Foreign Marine Ins. Co., Ltd. 

British General Insurance Company 

Buffalo Insurance Company 


Caledonian American Insurance Company 
Caledonian Insurance Company 

California Insurance Company 

Camden Fire Insurance Association 

Central States Fire Insurance Company 
Century Insurance Company, Ltd. 

Charter Oak Fire Insurance Company 
Citizens Insurance Company of New Jersey 
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MEMBERS—(Continued) 


Columbia Insurance Company of New York 
Commerce Insurance Company 

Commercial Insurance Co. of Newark, N. J. 
Commercial Union Assurance Company, Ltd. 
Commercial Union Fire Insurance Co. of New York 
Commonwealth Insurance Company 

Connecticut Fire Insurance Company 

Connecticut Indemnity Company 

Continental Insurance Company 


Detroit Fire and Marine Insurance Company 


Eagle Fire Company of New York 

Eagle Star Insurance Company, Ltd. 

Empire State Insurance Company 

Equitable Fire & Marine Insurance Company 
Equity General Insurance Company 

Eureka Security Fire & Marine Insurance Company 
Excelsior Insurance Company of New York 


Farmers Fire Insurance Company 

Federal Insurance Company 

Fidelity Phenix Fire Insurance Co. of New York 
Fire Association of Philadelphia 

Fireman’s Fund Indemnity Company 

Fireman’s Fund Insurance Company 

Firemen’s Insurance Company of Newark 
Founders Insurance Company 

Franklin National Insurance Company 

Fulton Fire Insurance Company 


General Guaranty Insurance Company 
Girard Insurance Company of Philadelphia 
Glens Falls Insurance Company 

Granite State Fire Insurance Company 
Great American Indemnity Company 
Great American Insurance Company 

Great Eastern Fire Insurance Company 
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MEMBERS—-( Continued ) 


Halifax Insurance Company of Massachusetts 
Hanover Fire Insurance Company of New York 
Hartford Fire Insurance Company 
Hawkeye-Security Insurance Company 

Home Fire and Marine Insurance Company 
Home Insurance Company 

Homeland Insurance Company 


Indemnity Marine Assurance Company, Ltd. 
Industrial Insurance Company 


Lafayette Fire Insurance Company 

Law Union & Rock Insurance Company, Ltd. 
Liverpool & London & Globe Insurance Co., Ltd. 
London Assurance (The) 

London & Lancashire Insurance Company, Ltd. 
London & Scottish Assurance Corporation, Ltd. 


Manhattan Fire and Marine Insurance Company 
Marine Insurance Company, Ltd. 

Maritime Insurance Company, Ltd. 

Maryland Casualty Company 

Massachusetts Fire & Marine Insurance Company 
Mechanics and Traders Insurance Company 
Mercantile Insurance Company 

Merchants Fire Assurance Corporation 

Mercury Insurance Company 

Metropolitan Casualty Insurance Company of N. Y. 
Michigan Fire and Marine Insurance Company 
Midwestern Fire and Marine Insurance Company 
Milwaukee Insurance Company of Milwaukee 
Minneapolis Fire and Marine Insurance Company 
Monarch Fire Insurance Company 


National Ben Frank!in Insurance Co. of Pittsburgh 
National Fire Insurance Company 
National Surety Corporation 


National Union Fire Insurance Company 
47932 O—-60—pt. 5 9 





THE INSURANCE INDUSTRY 


MEMBERS—(Continued) 


Netherlands Insurance Company 

New Amsterdam Casualty Company 

Newark Insurance Company 

New England Insurance Company 

New Hampshire Fire Insurance Company 

New York Underwriters Insurance Company 
New Zealand Insurance Co., Ltd. 

Niagara Fire Insurance Company 

North British & Mercantile Insurance Company, Ltd, 
Northern Assurance Company 

Northern Insurance Company of New York 
North River Insurance Company 

North Star Reinsurance Corporation 
Northwestern Fire & Marine Insurance Company 
Norwich Union Fire Insurance Society, Ltd. 


Ohio Insurance Company 

Old Colony Insurance Company 

Old Dominion Fire Insurance Company 
Orient Insurance Company 


Pacific Coast Fire Insurance Company 
Palatine Insurance Company 

Paramount Fire Insurance Company 
Patriotic Insurance Company of America 
Pearl Assurance Company, Ltd. 
Pennsylvania Fire Insurance Company 
Phoenix Assurance Company of London 
Phoenix Insurance Company of Hartford 
Providence Washington Insurance Company 
Provident Fire Insurance Company 


Quaker City Fire and Marine Insurance Company 
Queen Insurance Company 


Reliance Insurance Company of Philadelphia 
Rhode Island Insurance Company 
Rochester American Insurance Company 
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MEMBERS—( Continued) 


Rocky Mountain Fire Insurance Company 
Royal Exchange Assurance Corporation of London 
Royal Insurance Company, Ltd. 


Safeguard Insurance Company 

St. Paul Fire and Marine Insurance Company 
Scottish Union & National Insurance Company 
Seaboard Fire and Marine Insurance Company 

Sea Insurance Company 

Security Insurance Company of New Haven 

South British Insurance Company, Ltd. 

Southern Fire Insurance Company of Durham, N.C. 
Springfield Fire & Marine Insurance Company 
Standard Fire Insurance Company of Hartford 
Standard Insurance Company of New York 

Star Insurance Company of America 

Sun Insurance Office of London 

Sun Underwriters Insurance Company of New York 
Surety Fire Insurance Company 


Thames & Mersey Marine Insurance Company, Ltd. 
Transcontinental Insurance Company 

Travelers Fire Insurance Company 

Twin City Fire Insurance Company 


Union Assurance Society, Ltd. 

Union Marine & General Insurance Company, Ltd. 
United Firemen’s Insurance Company 

United States Casualty Company 

United States Fidelity & Guaranty Company 
United States Fire Insurance Company 

Universal Insurance Company 


Vigilant Insurance Company 
Virginia Fire & Marine Insurance Company 


Westchester Fire Insurance Company 
Western Assurance Company 
World Fire and Marine Insurance Company 
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EXHIBIT NO. 2 


NHEREAS, the National Convention of Insurance Commissioner, 
of the United States in session at Chicago, Illinois, op 
the 2nd day of June, 1933, unanimously adopted the 
following resolution: 


"WHEREAS, the National Convention of Insurance Commi ssioner, 
of the United States, did, in December, 1922, approve a 
definition of Marine Underwriting Powers; and 


"WHEREAS, in the intervening years questions of 
interpretation and application of said definition have 
arisen and produced certain controversies among the 
Fire, Marine and Casualty Underwriters as to Writing 


Powers, which have been matters of concern in this 
Convention; and 


"WHEREAS, Marine and Transportation Insurance renders 
important services to and partakes closely of foreign 
and domestic commerce, and its subject matters are not 
confined to any one state or territory but are of 
mobile nature, and therefore a nation-wide definition an 
interpretation of Underwriting Powers is important; and 


"WHEREAS, at the meeting of this Convention, held in 
New York in December, 1932, a committee was appointed to 
consider the definition and interpretation of Marine 
Underwriting Powers and the desirability of nation-wide 
action in respect thereto; and 


"WHEREAS, with the cooperation of said Committee, an 
Agreement as to Marine and Transportation Writing Powers 
has been arrived at among the Fire, Marine and Casualty 
Insurers, pursuant to which there has been prepared 
and submitted to said Committee a proposed nation-wide 
Gefinition and interpretation of Marine and Transportation 
Underwriting Powers; and 


" WHEREAS, a proposed agreement for carrying out said 
definition and interpretation, has been agreed upon and it 
is about to be entered into among Fire, Marine and Casuwlt 
Insurers throughout the United States; and 


" WHEREAS, said Special Committee of this Convention with th 
approval of the Fire Insurance Committee now reports 
recommending the approval and adoption by this Convention 
of said proposed definition and interpretation for 
general acceptance in the United States, and the approval 
in principle of said proposed Agreement among Insurers} 
BE IT THEREFORE 





THE INSURANCE INDUSTRY 2703 


"RESOLVED, That the National Convention accept and approve of 
this report of the Special Committee; and Be It Further 


"RESOLVED, That this Convention accept and promulgate the 
nation-wide definition and interpretation recommended by 
its Committee; and Be It Further 


"RESOLVED, that this Convention approve in principle the 
aforesaid Agreement among Fire, Marine and Casualty 
Insurers; and Be It Further 


"RESOLVED, That the National Convention hereby creates a 
standing committee of this Convention, to be known as 

‘The Committee for the Definition and Interpretation of 
Underwriting Powers’ to consist of three members to be 
designated by the President of this National Convention 
for the purpose of considering such questions of the 
interpretation, definition and application of underwriting 
powers 4s may be referred to it by companies,associations 
or members of this Convention interested in or affected 

by the plan herein approved. " 
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EXHIBIT NO. 3 


NATION-WIDE MARINE DEFINITION 


ADOPTED BY 


THE NATIONAL ASSOCIATION 
OF INSURANCE COMMISSIONERS 


June 12, 1953 


AND RECOMMENDED FOR ACCEPTANCE AND 


PROMULGATION BY THE INDIVIDUAL STATES 


RESOLUTION OF APPROVAL AND PLAN FOR 


INDUSTRY COMMITTEE ON INTERPRETATION 
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RESOLUTION 


WHEREAS the National Convention of Insurance Commissioners 
of the United States did in December 1922, approve a Definition 
of Marine Underwriting Powers; and 


WHEREAS the National Convention of Insurance Commissioners 
of the United States, in session at Chicago, Illinois, on the 2nd day 
of June 1933, unanimously adopted a resolution recommending 
the approval and adoption by the Convention of a proposed Defini- 
tion and Interpretation of Marine Underwriting Powers for general 
acceptance in the United States and approving in principal an 
arrangement for carrying out said Definition and Interpretation 
under which an Industry Committee on Interpretation was consti- 
tuted and functioned; and 


WHEREAS at the mid-winter meeting of the National Associa- 
tion of Insurance Commissioners held in New York in December 
1952, the Committee on Definition and Interpretation of Under- 
writing Powers of the Association did submit a report to the 
Association which recommended: 

"1. Reaffirmation by the National Association of Insurance 
Commissioners of the necessity for a Nation-wide Marine 
Definition. 

2. That the Association authorize the Committee to prepare 
and submit at the June 1953, meeting a proposed amended 
Marine Definition which will (a) conform to the amendments 
in force in the majority of individual States, (b) further 
clarify the said Definition so as to eliminate doubts which 
may arise as to the classification of certain types of policies, 
and (c) bring about such other changes in the Definition as, 
after study and review, seem appropriate.”’ 

and 


WHEREAS the report aforesaid was approved and adopted by 
the Association; and 


WHEREAS the said Committee has now reported recommending 
the approval and adoption by this Association of an amended 
Nation-wide Marine Definition and Interpretation for general 
acceptance in the United States; and 


WHEREAS the said Committee by its report proposes the ap- 
pointment by the National Association of Insurance Commissioners 
of an Industry Committee which shall be organized for the purpose 
of recommending to the National Association of Insurance Commis- 
sioners and to the Commissioners, Superintendents and Directors 
of Insurance of the States, Territories and the District of Columbia, 
interpretations of the amended Nation-wide Marine Definition: 
NOW THEREFORE be it 

RESOLVED that the National Association of Insurance Commis- 
sioners of the United States accept and approve the report of the 


Committee on Definition and Interpretation of Underwriting 
Powers; and be it further 
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RESOLVED that this Association accept and recommend tha 
insurance supervisory authorities of the various jurisdictions accent 
and promulgate the amended Nation-wide Marine Definition 4. 
ported by the Committee on Definition and Interpretation 
Underwriting Powers of this Association; and be it further 

RESOLVED that the Association, through its duly authorized 
officer, with the advice of the industry, appoint a representative 
Industry Committee to be known as the Committee on Interprets. 
tion of the Nation-wide Marine Definition pursuant to the 
following Plan: 


PLAN FOR A COMMITTEE ON INTERPRETATION OF THE 
NATION-WIDE MARINE DEFINITION 


To the extent now or hereafter permitted by and consistent with 
law, to bring about and maintain uniformity in the definition ang 
classification of Marine and Inland Marine insurance, in coopera. 
tion with the National Association of Insurance Commissioners ang 
the Commissioners, Superintendents and Directors of Insurance of 
the several States, Territories and the District of Columbia: 


A representative committee, to be known as the Committee on 
Interpretation of the Nation-wide Marine Definition, Consisting 
of fifteen persons, shall be appointed by the National Association of 
Insurance Commissioners with the advice of the industry — five of 
whom shall be Marine and Inland Marine insurance representatives, 
five Fire insurance representatives and five Casualty and Surety in. 
surance representatives. All the members of said Committee shall 
be senior executives of insurers or senior officers of insurers’ organ. 
izations or senior executives of managerial insurance underwriters, 


The members of said Committee shall be appointed for a period 
of three years but shall continue as members until their successors 
are appointed. Members may be represented at meetings by des- 
ignated substitutes empowered with full authority to act. Nine 
members shall constitute a quorum provided such number shall 
include at least three Fire, three Marine and three Casualty mem- 
bers (or their alternates). 


Said Committee shall recommend to the National Association of 
Insurance Commissioners and to the Commissioners, Superintend- 
ents and Directors of Insurance of the States, Territories and the 
District of Columbia, interpretations of the Nation-wide Marine 
Definition; assume such duties as may be assigned to the Com. 
mittee by the National Association of Insurance Commissioners 
and the Commissioners, Superintendents and Directors of Insurance 
of the States, Territories and the District of Columbia; elect a 
Chairman and Vice-Chairman; appoint an Executive Secretary and 
Treasurer and such other employees as may be necessary and fix 
their salaries and terms of office; incur such expenses as may be 
deemed necessary by the Committee and devise means for defray- 
ing same by the insurance industry; and take such other action a 
may be deemed appropriate to carry out the purpose of the Plan. 
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NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 
NATION-WIDE MARINE DEFINITION 


The purpose of this instrument: is to describe the kinds of risks 
and coverages which may be classified or identified under State 
insurance Laws as Marine, Inland Marine or Transportation insur- 
ance, but does not include ail of the kinds of risks and coverages 
which may be written, classified or identified under Marine, Inland 
Marine or Transportation insuring powers, nor shall it be construed 
to mean that the kinds of risks and coverages are solely Marine, 
inland Marine or Transportation insurance in all instances 


This instrument shall not be construed to restrict or limit in any 
way the exercise of any insuring powers granted under charters and 
license whether used separately, in combination or otherwise. 


|. Marine and/or transportation policies may cover under the 
following conditions: 


A. IMPORTS 


1. Imports on consignment may be covered wherever the 
property may be and without restriction as to time, pro- 
vided the coverage of the issuing companies includes 
hazards of transportation. 


A shipment ‘’on consignment”’ shall mean property con- 
signed and intrusted to a factor or agent to be held in his 
care, or under his control for sale for account of another 
or for exhibit or trial or approval or auction, and if not 
disposed of, to be returned. 


2. Imports not on consignment in such places of storage as 
are usually employed by importers, provided the coverage 
of the issuing companies includes hazards of transportation. 


Such policies may also include the same coverage in 
respect to property purchased on C. |. F. terms or ‘‘spot’’ 
purchases for inclusion with or in substitution for bona 
fide importations. 


An import, as a proper subject of marine or transporta- 
tion insurance, shall be deemed to maintain its character 
as such so long as the property remains segregated in the 
Original form or package in such a way that it can be 
identified and has not become incorporated and mixed with 
the general mass of property in the United States, and shall 
be deemed to have been completed when such property 
has been: 


(a) sold and delivered by the importer, factor or con- 
signee; or 

{b) removed from place of storage as described in para- 
graph ‘’2°’ above and placed on sale as part of im- 
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or 


(c) delivered for manufacture, processing or change jp 
form to premises of the importer or of another Use 
for any such purposes. 


B. EXPORTS 


1. 


Exports may be covered wherever the property may be 
without restriction as to time, provided the coverage of the 
issuing companies includes hazards of transportation. 


An export, as a proper subject of marine or transports. 
tion insurance, shall be deemed to acquire its character a 
such when designated or while being prepared for export 
and retain that character unless diverted for domestic trade 
and when so diverted, the provisions of this Ruling respect. 
ing domestic shipments shall apply, provided, however 
that this provision shall not apply to long established 
methods of insuring certain commodities, e.g., cotton, 


C. DOMESTIC SHIPMENTS 


+ 


Domestic shipments on consignment, provided the coverage 
of the issuing companies includes hazards of transportation, 


(a) Property shipped on consignment for sale or distribu. 
tion, while in transit and not exceeding one hundred 
and twenty (120) days after arrival at consignee’s 
premises or other place of storage or deposit; and 


(b) Property shipped on consignment for exhibit, or trial, 
Or approval or auction, while in transit, while in the 
custody of others and while being returned. 


Domestic shipments not on consignment, provided the cov- 
erage of the issuing companies includes hazards of trans- 
portation, beginning and ending within the United States, 
provided that such shipments shall not be covered at 
manufacturing premises nor after arrival at premises owned, 
leased or operated by Assured or purchaser, nor for more 
than ninety (90) days at other place of storage or deposit, 
except in premises of transportation companies or freight 
forwarders, when such storage is incident to transportation. 


D. Bridges, tunnels and other instrumentalities of transportation 
and communication (excluding buildings, their furniture and 
furnishings, fixed contents and supplies held in storage) unless 
fire, tornado, sprinkler leakage, hail, explosion, earthquake, 
riot and/or civil commotion are the only hazards to be covered. 
Piers, wharves, docks and slips, excluding the risks of fire, 
tornado, sprinkler leakage, hail, explosion, earthquake, riot 
and/or civil commotion. Other aids to navigation and trans- 


portation, including dry docks and marine railways, against 
all risks. 
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The foregoing includes: 

1]. Bridges, tunnels, other similar instrumentalities, unless fire, 
lightning, windstorm, sprinkler leakage, hail, explosion, 
earthquake, riot or civil commotion are the only perils to 
be covered. 

9. Piers, wharves, docks and slips, but excluding the risks of 
fire, lightning, windstorm, sprinkler leakage, hail, explo- 
sion, earthquake, riot or civil commotion. 


3. (a) 


(b) 


Pipelines, including on-line propulsion, regulating and 
other equipment appurtenant to such pipelines, but ex- 
cluding all property at manufacturing, producing, refin- 
ing, converting, treating or conditioning plants. 

Power transmission and Telephone and Telegraph lines, 
excluding all property at generating, converting or 
transforming stations, sub-stations and exchanges. 


4. Radio and Television Communication Equipment in com- 


mercial use as such including towers and antennae with 
auxiliary equipment, and appurtenant electrical operat- 
ing and control apparatus but excluding buildings, their 
improvements and betterments, furniture and furnish- 
ings and supplies held in storage therein. 


5. Outdoor cranes, loading bridges and similar equipment 
used to load, unload and transport. 


£, PERSONAL PROPERTY FLOATER RISKS 
1. Covering Individuals. 


(a) 
(b) 
(c) 
(d) 
(e) 
(f) 


(g) 


Tourists Floater, Personal Effects Floater Policies. 

The Personal Property Floater. 

Government Service Floaters. 

Personal Fur Floaters. 

Personal Jewelry Floaters. 

Wedding Present Floaters for not exceeding ninety (90) 
days after the date of the wedding. 

Silverware Floaters. 


2. Covering Individuals and/or Generally. 


(a) 


(b) 


(c) 
*(d) 


Fine Arts Floaters, Stamp and Coin Floaters. To cover 
objects of art such as pictures, statuary, bronzes and 
antiques, rare manuscripts and books, articles of 
virtu, etc. 

Musical Instrument Floaters. Radios, televisions, record 
players and combinations thereof are not deemed 
musical instruments. 

Radium Floaters. 

Physicians’ and Surgeons’ Instrument Floaters. Such 
policies shall not cover furniture or fixtures texcept 
furniture or fixtures in that portion of the premises 
occupied by the assured in the practice of his pro- 
fession. 


jAdded by NAIC resolution June, 1954. *Revision adopted by 
all jurisdictions except Missouri. 


Page revised March, 1956. Change denoted by asterisk 
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(e) 


(f) 


(g) 


(h) 
(i) 


(m) 


Pattern and Die Floaters, excluding coverage on the 
owner’s premises. 


Theatrical Floaters, excluding buildings and their im- 
provements and betterments, and furniture and fixtures 
that do not travel about with theatrical troupes. 


Film Floaters, including builders’ risk during the pro- 
duction and coverage on completed negatives and 
positives and sound records. 


Salesmen‘s Samples Floaters. 


Jewelers’ Block Policies, including tenant Assured’s in- 
terest in improvements and betterments of buildings, 
furniture, fixtures, tools, machinery, patterns, molds 
and dies. 


Exhibition Policies on property while on exhibition and 
in transit to or from such exhibitions. 


Live Animal Floaters, covering wherever animals, 
wagons and mobile equipment may be. 


Installation Risks, covering machinery and equipment 
including plumbing, heating, cooling and electrical 
systems (as distinguished from building materials) while 
in transit to place of installation and during the period 
of installation and testing. Coverage must cease: 
(1) where such property is insured for the account of 
the seller or installer, when the interest of such in- 
sured ceases; or, (2) in no case later than when such 
property has been accepted as satisfactory; whichever 
first occurs, as to (1) or (2). 


Building materials (e.g., structural steel, lumber, 
bricks and mortar), while in transit to place of installa- 
tion and after arrival thereat but such coverage must 
terminate when the materials are installed and have 
become a physical part of the realty or when the 
seller's interest ceases, whichever first occurs. 


Mobile Articles, Machinery and Equipment Floaters, 
(excluding motor vehicles designed for highway use and 
auto homes, trailers and semi-trailers except when 
hauled by tractors not designed for highway use and 
snow plows constructed exclusively for highway use) 
covering identified property of a mobile or floating 
nature, not on sale or consignment, or in course of 
manufacture, which has come into the custody or con- 
trol of parties who intend to use such property for the 
purpose for which it was manufactured or created. 
Such policies shall not cover furniture and fixtures not 
customarily used away from premises where such prop- 
erty is usually kept. 


(n) 


(s) 


(t) 
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(n) Property in transit to or from and in the custody of 
(1) bleacheries, throwsters, fumigatories, dyers, clean- 
ers, laundries and similar bailees; 
(2) needleworkers; 


(3) other bailees (not owned, controlled or operated 
by the bailor) for the purpose of performing work 
thereon (as distinguished from the making of a 
complete article) including the treatment of, or 
assemblage of property on the premises of bailees. 


Such policies shall not cover bailee’s property at his 
premises. 


(0) Installment Sales and Leased Property. Policies cover- 
ing property sold under conditional contract of sale, 
partial payment contract, installment sales contract, or 
leased but excluding motor vehicles designed for high- 
way use. Such policies must cover in transit but shall 
not extend beyond the termination of the seller’s or 
lessor’s interest. This section is not intended to include 
machinery and equipment under certain ‘‘lease-back’’ 
contracts. 

(p) Garment Contractors Floaters. 


(q) Furriers or Fur Storer’s Customer’s Policies (i.e., poli- 
cies under which certificates or receipts are issued by 
furriers or fur storers) covering specified articles the 
property of customers. 


(r) Accounts Receivable Policies, Valuable Papers and 
Records Policies. 


(s) Cold Storage Locker Plant Policies, covering merchan- 


dise of customers consisting principally of meats, game, 


fish, poultry, fruit, vegetables and property of a similar 
nature. 


— 


(t) Floor Plan Policies, covering property for sale while in 
possession of dealers under a Floor Plan or any similar 
plan under which the dealer borrows money from a 


bank or lending institution with which to pay the 
manufacturer, provided: 


1. Such merchandise is specifically identifiable as 
encumbered to the bank or lending institution. 


2. The dealer’s right to sell or otherwise dispose of 
such merchandise is conditioned upon its being 
released from encumbrance by the bank or lend- 
ing institution. 

3. That such policies cover in transit and do not ex- 
tend beyond the terminationofthe dealer's interest. 


Provided that such policies shall not cover automobiles 
Or motor vehicles; merchandise for which the dealer’s 
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(u) 


(v) 
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collateral is the stock or inventory as distinguishes 
from merchandise specifically identifiable as encym,. 
bered to the lending institution. 


Sign and Street Clock Policies, covering neon sign 
automatic or mechanical signs, street clocks, while jn, 
use as such. 


The following policies covering property which, when 
sold to the ultimate purchaser, may be covered specitic. 
ally, by the owner, under Inland Marine Policies: 


(1) Musical Instrument Dealers Policies, covering prop. 
erty consisting principally of musical instruments 
and their accessories. Radios, televisions, record 
players and combinations thereof are not deemed 
musical instruments. 


(2) Camera Dealers Policies, covering property consist. 
ing principally of cameras and their accessories, 


(3) Furrier’s Dealers Policies, covering property con. 
sisting principally of furs and fur garments. 


(4) Equipment Dealers Policies, covering mobile equip. 
ment consisting of binders, reapers, tractors, harvest. 
ers, harrows, tedders and other similar agricultural 
equipment and accessories therefor; construction 
equipment consisting of bulldozers, road scrapers, 
tractors, COmpressors, pneumatic tools and similar 
equipment and accessories therefor; but excluding 
motor vehicles designed for highway use. 


All such policies shall exclude coverage of monies and 
securities, improvements and betterments of buildings, 
furniture, fixtures, tools and machinery of the Assured. 


(w) Wool Growers Floaters 


(x) 


Domestic Bulk Liquids Policies, covering Jomestic 
bulk liquids stored in tanks provided the risks of fire 
and inherent explosion, windstorm, sprinkler leakage, 
earthquake, hail, explosion, riot or civil commotion are 
excluded therefrom. 


Furniture Shipment Policies, covering furniture, fixtures 
and equipment in bona fide course of shipment from 
one location to another location of the owner includ- 
ing in place of deposit incident to such transportation 
while awaiting determination or availability of final 
destination, in which event they must cover at time of 
issuance transportation to or from such place of deposit 
but may not cover after delivery at destination. 


Unless otherwise permitted, nothing in the foregoing shall be 
construed to permit MARINE OR TRANSPORTATION POLICIES 


TO COVER: 
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hed A. Storage of Assured’s merchandise, except as hereinbefore 
um. provided. 


B Merchandise in course of manufacture, the property of and 


on the premises of the manufacturer. 
ns, 


>in | C. Furniture and fixtures and improvements and betterments 
to buildings. 

h p. Merchandise in permanent location, sold under partial pay- 

— ment, contract of sale, or installment sales contract, which 

ific. involves protection of the purchaser's interest after seller's 
interest ceases 

od — Monies and/or securities in safes, vaults, safety deposit 

a vaults, bank or Assured’s premises, except while in course 

aa of transportation. 

— Risks of fire, windstorm, sprinkler leakage, earthquake, hail, 
sist. | explosion, riot, and/or civil commotion on buildings, struc- 
; tures, wharves, piers, docks, bulkheads and sheds and other 
. fixed real property on land and/or over water, except as 
on | hereinbefore provided 
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ay 23, 194 
EXHIBIT No, ” 
We hereby submit and file with vou 2 deviation from the 
ates filed by the Inland Marine Insurance Bureau for 
Personal Jewelry Insurance in accordance with the 
provisions of the Rate Regulatory Law applying to Inlang 


Marine Insurance. 


A copy of this filing 
that Bureau. 


is being se 


The conditions under which Tay 


of the following: 


we 


nt simultaneously to 


e deviation include a}] 





We 


1. 


are anxious 
and we respectfully urge that 


Our country-wide experience during the 
four years that the current rates for 
Personal Jewelry Insurance have been in effect -.- 
we have established as a proper percentage a 
deviation on Personal Jewelry Insurance of 25% 
which would have vroduced ak ee this four-year 
period a paid loss ratio of 44.69% 


past 


Our rate of commission on this class is 15% to 

non-policywriting agents, plus 5% to our agents 

who issue policies and assume additional 
services for the Company in the performance of 


the following functions. 

A. Produce for the Company a balanced book of 
business, distributed over classes as 
agreed upon. 


B. Maintain a satisfactory credit relationship 
with the Company. Monthly account balances 
are payable forty-five days following the 
month in which business is written, 


Maintain an office which is wssentially self- 
sufficient to the end that special service 
facilities will not be required of the Company, 
except in extraordinary cases. 
to make this deviation effective immediately 
you authorize us to do so, 
Very truly yours, 

G. B. Lucas 

Vice President 
INSURANCE COIIPANY OF NORTH AMERICA 
THE ALLIANCE INSURANCE COMPANY OF 

PHILADELPHIA 


PHILADELPHIA MARINE iN SHRANCE 


FIRE & 





} 


hi 


SLPHLA 


ANCE 
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INLAND MARINE INSURANCE BUREAU 


99 JOHN STREET 
NEW YORK 7, N. Y Hanowe L. Wares 


Ceneral Manager 


COmladt 1.5725 Josern GC. Bus 


Asas't General Manager 


IBIT NO. 


June 2, 194 


TO THE INSURANCT DEPARTMENTS OF ALL 
JURISDICTIONS IN WHICH THIS BUREAU IS 
LICENSED : 


Gentlemen: 


On May 24, 1949, this Bureau addressed a circular letter to the 
Insurance Department of each of the jurisdictions in which the 
Bureau is licensed concerning the "deviation filing" of the 
Insurance Company of North America. In our letter we stated 
that the Bureau was then in the process of tabulating the 
statistical reports of the companies for the year 1948. 


The Bureau's tabulation of the figures reported to it has now 
progressed to a point permitting calculation of loss ratios for 
the year 1948 on Personal Jewelry insurance. Such tabulations 
and calculations produce the following results; 


1, In 1948 the companies reporting their statistics to'us 
wrote jewelry premiums in the amount of $30,807,218.73 and 
paid losses amounting to $11,754,761.05. This produced 
for all of those companies combined a ratio of losses 
paid to direct premiums written, less return prewiums, 
of 38.164. 


2. For the first tiie since the Bureau commenced compilation 
of statistics, companies were required to reportb total 


volume of one year business written during the year 1948, 
Such one year premiums amounted to 3c% of the total, 
leaving 52% of the total written for a three year period, 


3. Since the factor set forth in item 2 above was not 
determined for prior years and thus is definitely known 
only for the year 1948, in order to determine as accurately 
as possible, ratios of losses paid to premiums earned, it 
is necessary to proceed on certain assumptions. 


Assumption "A" 


Assuming that the same ratio of one and three year business 
prevailed during the years 1945, 1946 and 1947, and 

that all of the business in 1944 was written for a period 
of one year, we find the ratio of losses paid to premiums 
earned in 19430 to be 43,52%. This figure is arrived at 

es follows: 


47932 O—60—pt. 5 10 
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From: 
1945 - 1/6th of 62% of $22,147,372. equals 2,288,562, 
Tot - 2/6ths of 62% of 095,429. equals 5,137,006 
OAT - 2/Sths of 62% of $26, 456,316." y 5,468,052 
Tory - 503 of 386 of $26,453,316. " ; 5'027,080. 
- 1Ath of 623 of $30,807,219." ; 3,183,412, 
1518 - 50% of 36% of $30,807,219. ~ 5,853, 372. 
Total Earned Premium 1948 $27 ,007 , 486, 


Paid Losses: $11,754,761. 
Ratio of Paid Losses to Earned Premiums: 43.52% 


Assumption "B" 


Inasmuch as the term rule of two and one half annuals for a 
three year policy was first introduced in 1945, it is perhaps 
more logical to assume that the ratio of term business to the 
total increased progressively during each of the four years and 
that the ratios of three year business to the total were 
probably closer to 50% in 1945; 54% in 1946 and 58% in 1947, 
On such assumption the 1948 ratio of losses paid to premiums 
earned would be 45.09%. The calculations are as follows: 


From: 


1945 - 1/6th of 50% of $22,147 EB; equals $ 1,845,614, 
- 2/6ths of 54% of $25, 098, 42 4,517,717. 

- 2/6ths of 58% of $26,458, ne " 5,115,274, 

- 50% of hax of $26, “ies, 315, " 5,550,247, 

- 1Ath of 62% of $30,807,219." § 3,183,412, 

- 50% of 3853 of $30, 807 , 219, ’ __$ 5,853,372. 2. 
Total Earned Premium 1948 $26,071,636. 


Paid Losses: $11,754,761. 
Ratio of Paid Losses to Earned Premiums: 45,09% 


Based upon the assumptions heretofore set forth and rol.iowing the 
same method of computation the ratios of paid losses to earned 
premiums for the years 1946 and 1947 are: 


1947 


On the basis of Assumption "A" 45,944 
On the basis of Assumption "B" 46,35% 


1946 


On the basis of Assumption "A" 46,06% 
On the basis of Assumption "B" 44,97% 


For the three years combined, the ratios are: 


On the basis of Assunption "A" 45.47% 
On the. basis of Assumption "B" 45,48% 





HW: 
INIE 
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¢ Personal Jewelry Comittee of this Bureau will meet June Sth 
for the purpose of considering the foregoing figures and other 
nertinent matters relating to this class of insurance. At that 
time the Committee will formulate its recommendations to the 
gxecutive Conmittee of this Bureau which will meet on the following 
day, namely, June 9th. It is anticipated that in the light of the 
figures and the recommendations to be wade by the Personal Jewelry 
Committee, the Executive Committee will determine the course to 
be pursued by the Bureau, not only with respect to its own filings 
put also as regards the filing of the North America companies. 
In the meantime, we resdectfully submit to the states that until 
the Bureau, through its Executive Comiaittee, concludes what, if 
any, change is warranted in its filings in the light of the 
foregoing figures, the Bureau is not in a »vosition and should not 
be asked to attend hearings on the vague, indefinite, unsubstan- 
tiated and incomplete filing of the North America companies 
yhich apparently seek a deviation from the rates of the Bureau 
presumably downward. 


8 Accordingly we request: 
e 
and lst; That all Insurance Departments require the North America 


Companies to clarify their proposed filing and conform same 
to the statutory requirements, furnishing copies thereof 
; and of all supporting data to this Bureau, where so required 
by statute; 


ond: That those Departments which have set hearings on this 
matter postpone such hearings until the position of the 
Bureau is made known to then. 


3rd: That all other states withhold action on the North America 


Companies! filing pending receipt of the aforementioned 
conclusions of the Bureau. 


Respectfully submitted, 
t the 


Modo. l 


NIB General I 
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INLAND MARINE INSURANCE BUREAU 


99 JOHN STREET 
NEW YORK 7, N. Y. 


Hanotp L. Warne 
General Manager 


Josern GC. Bua 


Ass’t Generel Menage 


EXHIBIT Nod 


June 10, 1949 
TO THE INSURANCE DEPARTMENTS OF ALL 
JURISDICTIONS IN WHICH THIS BUREAU 
IS LICENSED: 


Gentlemen: 


Deviation Filing - North America Companies 


Pursuant to our letter of June 2nd to all Insurance Departments 
wherein we stated that the views of this Bureau respecting the 
aforesaid deviation filing would be conveyed to all Departments 
immediately following the meeting of the Executive Committee of 
this Bureau held on June 9, 1949, we respectfully submit the 
following: 


After thorough and exhaustive review of all available data, thig 
Bureau concludes that the deviation in question is neither sound 
nor warranted on a statistical basis and if approved or allowed 
would do inmeeparable harm to the business of inland marine 
insurance and the regulation of such insurance by the states, 
Accordingly and for the additional reasons hereinafter stated 
this Bureau respectfully requests that the said filings of the 
North America companies be disapproved. Failing such disapproval 
on the part of any state this Bureau reserves and avails 

iteelif of all of the rights provided by the respective state 
statutes. 


We respectfully submit that the instant case far transcends 

in importance a mere deviation filing on the part of a single 
company or group for a reduction from the rates filed on its 
behalf by the Bureau of which it is a member. Actually this 
case presents a serious challenge to the entire system of state 
regulation as it applies to Inland Marine insurance and more! 
particularly to a class written on a world wide basis and 

on which it is essential that the rate, whatever it may be, 

be uniform countrywide. The conditions on a class such as 
jewelry, which would result if rates were not uniform countrywide, 
are too obvious to require explanation. This does, however, 
graphically point up the absolute need for uniform action on 
the part of all states in a matter of this kind, if state 
regulation is to survive. 


Realizing the importance of the foregoing, this Bureau readily 
acquiesced to a suggestion that the matter be heard in full 
during the forthcoming convention of the National Association 
by a sub-committee to be appointed by the Honorable David A. 
Forbes. The proposed plan to our mind was both logical and 
realistic. The record and recommendations which would have 
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been forthcomin if as a result of such action would then have 





ermitted uniform determination of the issues by the res»vective 
states. The N rt mer’ > J =O Pease on ever, were not 
‘avin agreeable to ne 14 and 10 was aro ea. 
Mager 
- au is sti hopeful t discussions will take place 
Bhi wr seattle on the matter of edure in a case of this Icind 
which will bring an ar ent to conduct any necessary 
| hearings on this on tionwide basis, hat is, 8 single 
pearing by @ com ’ Co sioners with a full transcript 
of the record a comm tions of the Committee furnished 
to each state, ng si action, at least either a 
series of heari zone is or hearings by the individual 
states sO iene s to ma t hysically possi ble for both 
| the Bureau and appropriate r sentatives of the North America 
| companies to attend with all the requisite records and other 
: essential data. In the meantime the New York Insurance Departuent 
' pas set a hearing on the Nort 1 America Companies' deviation 
| fling for Monday, June 13, 1949. It is expected that all 
| pertinent matter will be gubaitted and reviewed at such hearing. 
Referring now specifically to the deviation filing of the North 
8 jmerica companies, we respectfully submit: 
id 
| 


1; The first paragraph of the filing states: 
“We hereby submit and file with you a ceviation from the 
rates filed by the Inland Marine Insurance Bureeu for 

1 Personal Jewelry Insurance in accordance with the 

provisions of the Rate Regulatory Law applying to Inland 
Marine Insurance." 


This is a vague and indefinite statement susceptible to 
more than one interpretation. It is stated that the 


deviation is from the rates filed by this Bureau "for 
Personal Jewelry insurance". Such insurance is written 

, under two forms of volicies, naiely, the Personal Jewelry-Fur 
j Floater and the Fersonal Property loater. The rules of 


I this Bureau provide that the rates for insurance of 

personal jewelry under the Personal Property Floater shall 
de be the same as those applicable be the Personal Jewelry- 
’ Fur Floater policy. Although it might be assumed from the 
North Auerica's filing in referring to Fersonal Jewelry 
insurance that it is the intent of the companies to apply 
the deviation if granted to all lYersonal Jevalry insurence 
underwritten by them under either form, in conversations 
with officials of the companies we have been advised that 
the filing is intended only for jewelry insured under a 
Personal Jewelry-Fur Floater policy. This is borne out by 
acircular letter dated June oe 1949 addressed "To Brokers" 
by the San Francisco off f the said companies. That 


letter states in mart "We “wish announce that effe ctive 

as of Friday, J une 3, 1949, our rates for scheduled jewelry 
written under Jewelry-Floater p licies only* are reduced 250", 
Obviously, application of the uced rates to jewelry 


red 
written under Jevelry-Fur Floater policies only is unfairly 
discriminatory against 2>d provided like coverage under 
the Personal Property Fl] er, Moreover, there is no warrant 
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in law or logic for filing a deviation on a part ofa 
class of insurance. 


Item ;-1 of the deviatinn filing reads: 


"Our countrywide experience during the past four years 

that the current rates for Personal Jewelry insurance 

have been in effect -- we haveestablished as a proper 
percentage a deviation on Personal Jewelry insurance of 25% 
which would have produced during this four-year period a 
paid loss ratio of 44.694. 


The foregoing paragraph while difficult of interpretation 
appears to state as a conclusion unsupported by any statistigg 
submitted with the filing that the North America companies 
have established for themselves that a deviation "on Persona] 
Jewelry insurance" of 25% (presumably downward) would have 
produced for the companies during the four year period from 
1945 to 1948 inclusive a paid loss ratio of 44,694. 


The ratio of losses paid to premiums written is not a proper 
one for the determination of rates, rate revisions or deviations, 


Although several states have called upon the North America 
companies to submit substantiating data with premiums among 
other things calculated upon an earned basis and to furnish 
copies of such substantiating data to this Bureau, no such 
information has been received by the Bureau from the North 
America companies directly. However, in at least one case, 
a state has submitted to this Bureau a summary of certain 
nationwide experience figures furnished to the Department 
by the North America companies. The accuracy of such figures 
and the manner in which they were calculated remain to be 
determined. It is anticipated that this matter will be fully 
explored and determined at the hearing to be held by the 
New York Insurance Department. 


The North America companies! filing under item #2 sets forth 
certain unsupported statements of the companies with respect 
to commissions being paid to "non policy writing agents" and 
to agents "who issue policies and assume additional services 
for the company in the performance" of certain additional 
functions alleged under sub-sections "A', "B" and "C" of item 2, 


Under the rate regulatory laws of the states, rates cannot be 
made, revised or deviations approved on the basis of commis- 
sions alone, no matter how accurate the statements of a company 
or group of companies may be. 


This Bureau has heretofore submitted to all of the states 
certain data with respect to loss ratios as compiled by the 
Bureau from the reports of the companies and as to expenses as 
compiled by the New York Insurance Departinent for the years 
1946 and 1947 and by this Bureau for the year 1948. Such 
statistics conclusively demonstrate that a reduction of 25% 
from the presently filed rates of this Bureau would result in 
rates which are inadequate and therefore contrary to the 
standards of the rate regulatory laws of the states. 
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On a class of insurance where a single large loss (of which 
there are many) would seriously affect the figures of any 

one company, rates, revision of rates or deviations cannot 

pe approved for such company on the basis of loss ratio 
alone. In this connection we believe that at the appropriate 
time the Bureau will demonstrate that there is little 
difference between the loss ratio of the North America 
companies on Personal Jewelry insurance and the average loss 
ratio of all companies. 


Until such time as expense figures are available on a uniform 
basis, no credence can be placed in the seeming difference of 
the expense ratios of one company as against the average of 
all of the companies, The Bureau believes that it will 
conclusively demonstrate at the proper time that there is 
little difference between the expense ratios on Inland 

Marine insurance of the North America companies and the 
average expense ratios of all of the companies even on the 
basis of the inconclusive statistics presently available. 


It has been impossible for this Bureau to individually reply to the 
mny letters on this subject received from state insurance 

tments, a number of which have set hearings on dates which 
conflict with each other. In view of all of the foregoing, we 
respectfully submit to each insurance department individually that 
on the basis submitted the deviation filing of the North America 
companies cannot be approved under the provisions of their 
respective statutes. 


ve respectfully petition each state: 


1, To suspend the approval of the North America companies! 
deviation filing if it has heretofore approved it, pending a 
hearing which this Bureau hereby requests. 


2, That each Department which has served upon this Bureau and 
upon the North America companies notice of hearing on this 
matter postpone such hearing until a date to be agreed and 
which will permit attendance by both the Bureau and 
appropriate representatives of the North America companies 
In this regard the Bureau urges cooperation as between the 
states and the parties concerned to the end that hearings do 
not overlap and are so timed as to permit attendance and 
presentation of relevant facts. 


3, That in any case in view of the hearings which will be held 
by the New York Insurance Department commencing on 
June 13, 1949 and the necessity of Commissioners and the 
Management of this Bureau attending the forthcoming Convention 
of the National Association in Seattle, no other hearings be 
scheduled until after the conclusion of the said Convention, 


Respectfully submitted, 


3 Viaon Ub 


General 
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INLAND MARINE INSURANCE BUREAU 


In rea 
99 JOHN STREET sideré 
NEW YORK 7, N. Y. Hanow L. Wary 
General Manag, 1. 
COrtlandt 7.3725 Josern GC. Bay 
Aut GConaral Mare 
EXHIBIT no,7 
June 10, 19495 ° 
TO THE INSURANCE DEPARTMENTS OF ALL ' 
JURISDICTIONS IN WHICH THIS BUREA'/ 
IS LICENSED: 
Gentlemen: 
' 
Inland Marine Filing #1949-32 | 
Personal Jewelry Rates 
We hereby tender for filing the following revision of the rates of 3. 
this Bureau applicable to Personal Jewelry insurance (Rule #14 - 


Persona 


For the 
For the 
For the 
For the 
On the 

jewelry 


1 Jewelry-Fur section of the Bureau's manual): 


first $5000. or part thereof from $1.87 to 
excess of $5000. up to $10,000. . 1.31 to 
excess of $10,000. up to $50,000, z ‘[? to 
excess of $50,000. up to$100,000, -41 to 
entire amount of insurance on 

when such amount exceeds $100,000, " .66 to 


1.65 per $100, 
1 »20 " " 
a 68 " 1 
oHicnl i 


60 " " 


on and after July 1, 1949, subject to the following rules: 


1. 


This downward revision of its rates was adopted by the Bureau after 


Cancelation and rewriting of existing policies shall not be 
permitted except at the request of the Assured and then only 


at short rate. 


On and after July 1, 1949, premiums for additional items of 
jewelry added to schedules on policies attaching prior to 
July 1, 1949, shall be computed at the reduced rates, 


On and after July 1, 1949, return premiums for items deleted 
from schedules or for reduction in the amount of insurance on 
any item, shall be calculated at the rates at which premiums 
for such items were computed at the time such items were 


| 
This filing is made to become effective as to all policies attaching 
4, 
| 


originally insured under the policy. 


5. 


review and study of the statistics covering Jewelry insurance for the 
years 1946 to 1948 inclusive and upon consideration of all related 
involved. The action is in accordance with the declared pur- 
pose of this Bureau to maintain filings which at all times afford 
Assured the lowest possible rates consistent with the standards of 
the rating laws; the general welfare of the public through the pres- 
ervation of an adequate market to meet insurance requirements and 


factors 


with so 


und underwriting principles. 


varm 
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wel Noe 
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aching its conclusions on this matter the Bureau took into con- 


sideration the following: 


l. 


The nature of Inland Marine insurance is such that no general 
rules respecting permissible loss ratios or profit and catas- 
trophe factors may be made applicable to the business in 
general or uniformly avplied to the many classes comprising 
the Inland Marine portfolio. 


Expense statistics heretofore filed by the companies have not 
peen uniformly maintained and their accuracy is doubtful for 
rate making purposes. It is conceded by most if not all of 
the companies that future expense statistics applicable to 
Inland Marine insurance, determined on a uniform basis under 
the provisions of Regulation #30 of the New York Insurance 
Department, will demonstrate that such expense ratios are 
definitely higher than indicated by filings heretofore made. 


There is no basis upon which the Bureau can calculate the 
ratio of losses incurred to premiums earned for the three 
year period from 1946 to 1948 inclusive, Most if not all 
companies will agree that the ratio of incurred losses to 
premiums earned is higher than the ratio of losses paid to 
premiums earned. This statement is proven by the figures of 
those companies which have maintained accurate statistics 
during the years on both bases and by the reports of the com- 
panies for the year 1948 which show for that year a ratio of 
losses incurred to premiums earned approximately 1% higher 
than the ratio of losses paid to premiums earned, 


On the most logical and accurate basis upon which earned 
premiums for the years 1946 to 1948 inclusive can be deter- 
mined it 1s ascertained that for the three year period earned 
premiums of the companies amounted to $65,426,672. The losses 


paid for that period were $29,757,769. producing a ratio of 
losses paid to premiums earned of 45.484. 


The rate revisions herein filed constitute a reduction of 
appreximately 10% from the present rates. Such reduction 
applied to the figures for the years 1946 to 1948 inclusive 
would have produced a ratio of losses paid to premiums earned 


of 50.53%. 


The only expense statistics available are those heretofore 
filed with the New York Insurance Department by all companies 
licensed to do business in that State. Such filings, irre- 
spective of the lack of uniformity and doubtful accuracy 
heretofore referred to, on the adjusted basis of the New York 
Insurance Department (the Bureau at this time is neither 
acquiescing nor objecting to the basis of adjustment), i. Cs, 
claim adjustment to earned premiums; commissions to written 
premiums; field supervision to written premiums; inspection 
and Bureau expenses to earned premiums and taxes and fees 

to written premiums, produce for the year 1946 an expense 
ratio of 42.8% and for the year 1947, 41.24. 
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As of June 6, 1949, the Bureau had received and tabulateg 

copies of such reports as filed with the New York Insurance 
Department by 102 companies writing 43.59% of the tota} 
Inland Marine business. Based upon such tabulation the 

expense ratio on the New York Department's adjusted basis 
for the three years is 41.6%. 


6. On the basis of figures hereinbefore set forth, had the ro. 
posed reduction been in effect for the years 1946 to 1948 
inclusive, the combined ratio of losses paid to premiums 
earned plus expenses on the adjusted basis would have amounte; 
to 92.13%. P 


This filing is not intended to and does not constitute an agreenen; 
on the part of the Bureau that the basis for arriving at the revised 
rates constitutes the proper method for determining in the future 
rates for Personal Jewelry insurance or any other class of Inlang 
Marine insurance, The Bureau does submit, however, that in the lig: 
of presently known facts and factors the proposed rates are the 
lowest possible consistent with the standards of the state rating 
laws which require that rates be adequate, not excessive nor unfair)y 
discriminatory. 


In order to avoid any possible misunderstanding, the Bureau points 
out that under the rules pertaining to the Personal Property Ploate, 
the rates applicable to scheduled jewelry written thereunder are ’ 
those which apply to the Personal Jewelry-Fur Floater policy, Hen 
the revised rates will apply to scheduled jewelry whether covered 
under either the Personal Jewelry-Fur Floater policy or the Person) 
Property Floater, 


In explanation of the effective date of July 1, 1949, we submit that 
in the case of a rate reduction of this kind, in the interests of 
Assured and Company alike, it is essential that the revised rates 
become effective on the earliest possible date. 

Prompt acknowledgment or approval of this filing is respectfully 
requested, 


Yours sincerely, 


HIW :WM Yio V4 | 


IMIB 





Generel Manuger 
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INLAND MARINE INSURANCE BUREAU 


99 JOHN STREET 


NEW YORK 7, N. Y. Hanots L. Warne 
General Manager 


4 13728 Jusern G. Bur 


Ass’t General Manager 


emurert No? 


July 13, 1949 


{HE INSURANCE DEPARTMENTS OF ALL 
JURISDICTIONS IN WHICH THIS BUREAU 


I$ LICENSED: 
In Re Filing #'1949-32 
Personal Jewelry Rates 
Gentlemen: 


this memorandum supplements our filing of June 10, 1949, 


js to those states which have heretofore approved the said filing, 
this memorandum is submitted as a matter of information. 


As respects those states which have withheld action on the said filing 
or have requested additional data, this memorandum is submitted with 
the request that in the light of the additional data herein contained, 
the filing as originally submitted be approved. 


As regards those states which have heretofore disapproved filing 
#1949-32, in the light of the original data and the additional data 
contained herein, we respectfully request re-consideration and 
approval of the said filing as originally submitted. 


We would appreciate prompt advices from the states which have not yet 
acted upon or have heretofore disapproved the original filing. 


In support of filing ##1949-32, we cited certain figures with respect 
to earned premiums, paid losses and expense ratios. The manner in 
which such figures were arrived at is to be found in our memoranda 
of June 2, 1949 and June 10, 1949 concerning the subject of Jewelry 
rates in general and the deviation filing which had been made by 

the North America Companies. 


Te supplementary information and data which we now submit in further 
support of our filing is as follows; 


l, Inland Marine Piling ;/1949-32 submitted on June 10, 1949 to the 
Insurance Departments of all jurisdictions in which this Bureau 
is licensed contained the following statement: 


“The nature of Inland Marine insurance is such that no general 

rules respecting permissible loss ratios or profit and 

catastrophe factors may be made applicable to the business in 
meral or uniformly applied to the many classes comprising 
he Inland Marine portfolio." 
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At a special meeting of the Executive Committee of this B 


: . ureay ! 
held on July 8, 1949, it was unanimously agreed that consider. 


ing the relatively small volume of Personal Jewelry premiuns 
ten by any one Company; the severe loss potentialities of th 
class; the susceptibility of the business to unpredictible 
fluctuations arising out of changed economic conditions; the 
adverse possibilities arising out of crime waves and the 6. 
numerous other factors inherent in underwriting "All Risks" 

insurance on personal lines, pending further studies to be made 

by this Bureau, the minimum profit factor to be used for the 

present in re-adjusting Jewelry rates is 6%, This figure was A. 
set by the Executive Committee without prejudice to any 

different conclusions which may be reached after further Studies, 


writ. 
e 


As stated in paragraphs numbered 2 and 5 of the filing, the 
only expense factors available at this time show the average 
Inland Marine expense ratio for the three years 1946 to 1948 
inclusive to be 41.6%. 


In paragraph numbered 3 of the filing, reference was made to 
the difference between the ratio of incurred losses to earned 
premiums as against the ratio of paid losses to such premiums, 


Representative samplings for the years 1946 to 1948 inclusive 
dewonstrate that the ratio of incurred losses to premiums earned 
was greater than the ratio of losses paid to premiums earned 
by more than 13%. 


In paragraph numbered 4 of the filing it was stated that the 
rate revisions constituted a reduction of approximately 10% 
from the present rates. 


Calculations demonstrate that the said revisions bring about 
an over-all reduction of not less than 11.04% and more likely, 
as will hereafter be demonstrated, not less than 11.15%, 


Paragraph numbered 6 of the filing stated: 


"On the basis of figures hereinbefore set forth, had the 
proposed reduction been in effect for the years 1946 to 
19483 inclusive, the combined ratio of losses vaid to 
premiums earned plus exvenses on the adjusted basis would 
have amounted to 92.13%." 


The foregoing statement, while correct insofar as it goes, is 
subject to both correction and modification if consideration of 
the rate reduction proposed is to be actuarially arrived at 
based upon available expense factors, known losses and a 
profit factor of 6%. 


To arrive at such an actuarial result and thus determine the 
anticipated and probable effect of the proposed reductions 

on the class in the future, it is necessary, first, to determine 
as accurately as possible the actual percentage of the proposed 
reduction; second, to determine and allow for the non- 


MD « 


recurring increment in the figures for the past three years due 
to the sharp rise in the percentage of the business written 
for three years at a reduction of 16-2/3% from the annual rate; 
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third, recognizing that for purposes of rate making the use 
of earned premiums and incurred losses is the most accurate 
method presently available, to give proper weight to the dif- 
ference between the incurred to earned and the paid to earned 
ratios. 


In light of all of the foregoing, the Bureau submits as both 
proper and accurate the following facts, figures and calcula- 
tions: 


Percentage of Reduction: 


% Re- 

Former New Filed Reduction duction 

Amount of Insurance Annual Rate Rate in Rate in Rate 
First $5,000, 1.87 1.65 22 11.75 
5,001. to $10,000, bese 1.20 ell 8.38 
10,001. to 50,000, Py 68 .O7 9,03 
50,001. to 100,000, 41 ott 04 9.76 
$100,001. and over .66 -60 06 9.09 


To properly measure the impact of the reduced rates on the 
business, the distribution of the number of policies by amounts 
of insurance would be required. Such information is not 
available. In the absence thereof, it is proper .to use the 
percentage of reduction as computed on a policy with the amount 
of the schedule equal to the mid-point amount of each upper 
bracket. 


Thus, the reduction in the $5,000. to $10,000. bracket is 
agreed to be the percentage reduction on a policy of $7500, 
face amount; the percentage reduction on a policy with a face 
amount of $30,000, is agreed to be the percentage reduction 
applicable to all policies within the $10,000. to $50,000, 
bracket and the percentage reduction on a policy with a face 
amount of $75,000. is likewise agreed to be the percentage 
reduction applying to all policies within the $50,000, to 
$100,000, bracket. 


In submitting the foregoing solution it is with the full 
knowledge that results from it understate the reduction. 


Based upon this solution, we have the following results in terms 


of percentage of reduction of total policy premium in the 
respective policy brackets: 


Policies Divided as to Face Amount % Reduction Mid-point Policy 


$ 5,000. and under — 

5,001. to $10,000, 10.89 ($7,500.) 
10,001. to $50,000, 9.87 $30,000. 
50,001, to $100,000, 9.71 ($75,000. 
On policies over $100,000, written 
at the flat rate 9.09 
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w 


We thust now give relative weight to each rating bracket, su 
at 

During the years 1941 to 1945 inclusive, members of the Inland 

Marine Underwriters Association reported to that organization Th 

the amount of Jewelry premiums written by them in each of the is 


rating brackets. The percentage of total premiums written in 

each rating bracket is shown in the second column of the folloy, | ¢. CO 
ing table. The third column is the percentage reduction on the 
mid-point policies in each rating bracket and the fourth, the 

result of the application of such reduction on the percentage | (a) 
of business in each bracket: 


Policies with Face Amounts % Weight % Reduction Result 


$ 5,000, and under 56 11.76 6.59 
5,001, to $10,000, 15 10.89 1.63 
10,001. to $50,000, 20 9.87 Se 
50,001. to $100,000, 4 9.71 ; 


3 
100,001, and over 5 9.09 456 
Total Percentage Reduction mT | 


Representative samplings for the years 1946 to 1948 inclusive 
by three companies writing 11.67% of the total Jewelry business | 
show that for the said three year period the percentage of the | (b 
total premiums written in each of the rating brackets is as set 

forth in the second column of the following table which in the 

third and fourth columns shows respectively the percentage of 
reduction in each bracket and the result: 


Policies with Face Amounts & Weight % Reduction Result 


$ 5,000, and under cogs 11.76 7.16 
5,001. to $10,000, 15.46 10.89 1.68 
10,001. to $50,000, 17.70 9.87 1.75 
50,001, to $100,000, 3.18 9.71 31 

100,001. and over 2.76 9.09 225 


Total Percentage Reduction 11.15 
Non-Recurring Increment 


It is accepted practice that Bureaus calculate rates on past 

loss ratios which have been corrected by the elimination in 

the earned premiums, on which the loss ratios are based, of 

any increments of the past which are non-recurring in the fu- 

tare, An important non-recurring increment in the Personal 

Jewelry business is created by the steady increase in the ratio 

of term business to the whole, resulting in a constantly 

higher percentage of the whole being premiums written at a HWW: 
discount of 16-2/3%. IMIB- 


In the earned premiuns for the three year period 1946 to 1948 
inclasive, of $65,426,686. under Assumption "B" (See Bureau's 
letter of June 2nd) this non-recurring increment amounted to 
$732,656. or 1.19% of the premiums. Under Assumption "B" the 
written premiums for the four years 1945 to 1948 inclusive 
must be considered. These written premiums amounted to 

$104 ,511,336, The non-recurring increment due to trend to term 
business amounted to the substantial sum of $954,172. Figures 
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sunporting the computation of the non-recurring increment are 





attached. 
~ The ratio of paid losses to earned premiums with this correction 
- is 46% instead of 45.48% or .52° higher. 
7 ¢, corrected computations showing the impact of the reductions in the 
the. light of all of the foregoing factors 
. (a) on basis of reduction of 11.049: 
Ratio of Paid Losses to PremiumsEarned,Assumption "B" 45.48% 
Add: Increase of Incurred to Earnedover Paid to Earned 1.50% 
Add: Increase to cover Non-recurring Increment 52% 
Corrected Ratio - Incurred to Earned 47.50% 
Corrected Percentage of Reduction 11.04% 
Prospective Ratio Incurred Losses to Premiums Rrned p39: 39% 
— Add Expense 1.60% 
Total 94.99% 
ve Balance remaining 5.01% 
ne 
the. (bv) on basis of reduction of 11.154: 
_— Ratio of Paid Losses to Premiums EarnedAssumption "B" 45.48% 
of Add: Increase of Incurredto Earned over Paid to Earned 1.50% 
Add: Increase to cover Non-recurring Increment oe 
Corrected Ratio - Incurred to Earned 47 .50% 
Corrected Percentage of Reduction 11.15% 
Prospective Ratio Incurred Losses to Premiums Earned 53.464 
\ Aad Expense 41.609 
patie Total 95.06% 
Balance remaining 4 .O4e 
t 
, 
‘u- 
atio Respectfully submitted, 
RU : WM rs. \ , 
IMIB-ENCL. LA AN VW 
48 Ge. ins 
i's . 
0 
he 
erm 
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APPLICATION OF CORRECTED PERCENTAGE RATE REDUCTION, 
AND COMPUTATION OF NON-RECURRING INCRLiNT, DUE TO 
TREND TO TERM, ASSUMPTION "B", 


Non-Recurring Increment: 





1. Given: (a) Total direct Personal Jewelry premiums 
of I:!IB Companies, (written). 


Year 1945 22,147,372. 
1946 25,098,429. 
1947 26,458,316. 
1948 30,807,219. 


Total SIT, B11, 336. 


(b) Total of Paid Personal Jewelry Losses 
by years of IMIB Companies, 


Year 1946 4 7,760,973. 
1947 10,242,035. 
1948 11,754,761. 


(c) Distribution of :.ritten Premiums as 
between Annual and Term, Aesunpt Lon id = 
Year ZAnnual ATerm 
T9544 TOO" aha OF a 
1945 5035 - 411,073,686. 50% - $11,073,686, 
1946 469 - 11,545,277, 54% = 13,553,152, 
1947 42% - 11,112,493. 58% = 15,345,623, 
1948 38% = 11,706,743, 62% = 19,100,476, 


2. Formula for Non-Recurring Increment due to term premiums 






(a) Term Premiums contain no increment, for 
they already appear in Portfolio with 16-2/2% 
discount, 


(b>) Annual Premiums contain a nonerecurring 
increnent equal to; (total of written term 
anc annual) x (% difference of term to 
annual to base) x (16-2/3% - tho term discount) 


(¢) The base year is 1948, the base relationship 
therefore 38:3 to 62%. 


De Computation of Non-Recurring Increment 


Year 1944 » Ignore, as no 1944 premiums are involved in 
the 1946-48 (Inc.) Harned Premiums, 
1945(= 322,147,372. x (50-38%) x 16-2/3% 

( (443, 036, 
(= 25,098,429. x (46%-38%) x 16-2/3% 

( i954 ,712. 


1946 


4e 


Se 





Se ( 
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5, (con't) 
year 1947(= $26,458,316, x (42%-38%) x 16-2/3% 


(s wi76,424, 
1948(= 30,807,219. x (38%-38%) x 16-2/3% 
(= -—— 
ota ~ 2 ’ e Prem. Non-Recurring 
Increment ) 954,172, 


4, Distribution of Written Premiums as inl. (c) eboves 
correcte str ng out o e annua remiums e 
non-recurring increment, 


Year Corrected Annual Undisturbed Corrected Total 
Considered Written Premiums Term Premiums I\iritten Premiums 


, 1944 Ignore, as in 3, above, 
1945 410,650,650, $11,073,686, $21,704,336. 
1946 11,210,565, 13,553,153, 24,763,718. 
1947 10,936,069, 15,545,823, 26,281,892. 
1948 11,706,743. 19,100,476. 50,807,218. 
Totals LUG ,»DD?, L104 


Sd , ? s 


6 Computation of Corrected Earned Premiums by years under 
Kssumpt ion "Bs 


Year 1946 £ Comparison to Earned Premium without 
the correction in, is 
Earned Premium }17,259,580,. 
Paid Loss Ratio = 44.97% 7 


Year 1946 


# of 1945 Annual Premiumsof 410,630,650, 









€> 


’ , ° 


e 5,315,325, 
ag wae 3 Term " « 11,073,686. = 3,691,229, 
" 1946 Annual . 8 11,210,565. = 5,605,282, 
ime... © Term " e 13,555,153. = 2,258,869, 
ota orrecte s,16,870, e 
Total 1946 Paid Losses « 7,760,973, 
Corrected Loss Ratio, warned to Paid s 26.008 
unt ) 
Year 1947 
p 1/3 of 1945 Term Premiwis of ($11,073,686. = 3,691,229, 
¢" 1946 Annual " " 11,210,565. ss 5,605,282, 
1/3" " Term " " 13,553,152, » 4,517,717. 
$" 1947 Annual " " 10,936,069, = 5,468,035, 
1/6 " "Tern " " 15,545,825. = 2,557,657, 
Total Corrected 1947 Sarned Premiums sy-1,8 9 
0,2 


Totel of 1947 Paid Losses 
Corrected Loss Ratio, Larned to Paid 
{Comparison to Earned Premiums wi tho 
' the correction in, is 
Earned Premiums 1947 «= (422,095,469, 
Loss Ratio warned to Paid 46.35% 7 


2 


t 


& 


49732 O—-60— pt. 5 11 
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5. (con't) 

Year 1948 

1/6 of 1945 Term Preiiuns of y11,073,686.= 41,845,614 

1/3" 1946 " "  "13,553,152.= 4,517,717. 
%" 1947 Annual " " -'10,936,069.= 5 »468, 035, 

1/3 " 1947 Term " " 15,345,823.= 5,115,274, 
$" 1948 Annual " ® 11,706,742.0 5, 853,372, 

1/6 " 1948 Term n " 19,100,476.= 3,183, 413, 

Tota orrecte 9 werned Premiums =) 

Total of 1948 Paid Losses = 11,754, 761, 


Corrected Loss Ratio, Harned to Paid 
{Comparison to Harned Premiums without 
the correction in, is 
Earned Premiums 1948 = |,26,071,637 
Loss Ratio Earned to Paid = 45,097 7 


adel 


6. Computation of Corrected Zarned Premiums and Loss Ratio 
for the vears 1946, 1047 and 1946 combined. a 





Total of Corrected Earned Premiums =z ‘64,694,030, 
" " Paid Losses in 1946-47 and se 29,757,769, 
Corrected Loss hatio, o year basis a6, on 
Comparison to Results without “the correction 
in, is 
Earned Premiums = 3 years .,65,426,686, 
" Correction in 


64,694,030, 
Total Earned Premiums ftect 
of Increment 2 732,656, 


Loss Ratio, with Increment ine 46, 00,3 
™ " Incre.ient Ignore = 45.4855 
Percentase erfect of Increment = Plus 052% 
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STATE OF NEW YORK Louie He PINK: 
INSURANCE DEPARTMENT 


NEW YORK OFFICE. 
BROADWAY 
NEW YORK 


REPLY TO NEW YORK CITY OFFICE 


— June 17, 1949 


fasurance Company of North Amorica 

"he Alliance Insurance Company of Philadelonhia 
juiladelphia Fire & Marine Insurance Co, 

000 Arch Street 

Philadelphia 1, Pa, 

Inland Marine Insurance Burau 

99 John Strect 

New York 7, New York 


RE: Personal Jew2lry Iasurance Ratess 

1. Application of May 23, 1949, by 
North An.erica Companios for a 
deviation, 

2. Filiag ct »roposed rates by the 
Inla:d Harine Insurance Bureau, 
dated June 10, 1945, 

Gentlemen: 

Bacause of th? relatioaship of the two above matters, 
we shall consider both at the same time, 

1. The evidence »resented by the North America Companies 
in our opinion would sustain a deviation of aporoximataly 20% from 
the existing rates on porscnal jewelry insurance, Since the 
Department is not permitted by Section 185(4%) of the Insurance Law 
to modify the apnlication “or a deviation, but is compelled to ace 
cant or reject it, the Department has no alternative oxcept to ree 
ject the application, ‘Je do not decide at this time whoather the 


Dapartment was required to reject the deviation for another reason, 


namaly, that the vroposed deviation was confined to personal jewelry 








2734 THE INSURANCE INDUSTRY 


insurance written under the personal jewelry policy whereas the 
data presented in support of th: deviation also embraced scheduled 
jewelry insured und2r the personal property floater. This Depart. 
ment is required by S2ction 180(1) of the Insurance Law to inter. 
orat liberally the provisions of the rating article, including the 
deviation section, and for that reason this denial of the proposed 
25% deviation is without prejudice to ronowal of an application by 
the North America Companies for a deviation in a form and at a rate 
supported by the videnco, 

2. The filing of proposed rates by the Inland Marine 
Insurance Bureau reducing existing rates approximately 10% is re. 
jected upon the ground that the proposed reduction is inadequate, 


The Inland Marine Insurance Bureau is accordingly directed to sub- 


mit a new filing forthwith in which rates are appropriately adjusted 


in accordance with the indications of the evidence presented at 
ths hearing, 

In order to eliminate any misunderstanding in connection 
with the new filing which the Inland Marine Insurance Bureau is 
directed to make, we make plain that we are unable to agree with 


the statement contained in the Bureau's filing letter that: 


"The nature of Inland Marine insurance 
is such that no general rules respect- 
ing permissible loss ratios or profit 
and catastrophe factors may be made 
applicable to the business in gen2ral or 
uniformly applied to the many classes 
comprising the Inland Marine portfolio," 
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In our opinion it is encumbent upon any rating bureau, 
in making or revising rates on the basis of loss experience, to 
dotermins and to state the provision in such rates for sks 
*t is granted that data may not at all times be available in the 
jesired detail to dsotermine precisely what would be reasonable 
nrovisions for sxeenase etd for profit; but it is necessary in such 
»asas that provisional detorminations be made using such data as may 
bo available as a guide in the exercise of judgment, 

In view of the fact (1) that even a liberal construction 
of the deviation section does not permit the Department to modify 
a deviation, (2) that the Bureau is directed to submit a new filing 
promptly, and (3) that the indicated justification for a 20% 
gviation is based in large part on redundancy in tho vresent rate 
level, it is suggested that any renewal of the North America 
Companies’ application for a duviaticn should, if possible, take 
into account the new filing submitted by the bureau, 


Vory truly yours, 


4 


¢ ; - J “a 4 ote 
WALTER F, M\RTINEAU 
Deputy Superintendent of Insurance 
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INLAND MARINE INSURANCE BUREAU 


99 JOHN STREET 
NEW YORK 7, N. Y. Hanow L. Warne 
General Manager 


COrtlendt 17-3725 Jossrn GC. Bus 


Aas't General Menage 


EXHIBIT NO. /.° 
July 14, 1949 

TO THE INSURANCE DEPARTMENTS OF ALL 

JURISDICTIONS IN WHICH THIS BUREAU 

IS LICENSED: 


Gentlemen: 


Inland Marine Filing 3#1949-38 
Superseding Filing 7°1949-32 
as of September 1, 1949 
Personal Jewelry Rates 


We refer to our original filing ;/1949-32 dated June 10, 1949 
and to all of the supporting data submitted to the Insurance 
Departments with respect to the said filing. 


All Departments are aware of the fact that following a hearing 
on the original filing held by the New York Insurance Department 
on June 13th last, the said filing was disapproved on the 
ground that a greater reduction than that proposed was warranted 
by the statistics. Although the statistics submitted at the 
aforesaid hearing were not refuted by the New York Department 
either at that time or subsequently and also in spite of the 
fact that the additional data subsequently submitted to the 
State of New York and all other jurisdictions (see our memorandum 
of July 13, 1949) and this Bureau's interpretation of such 
data, in our opinion fully attested to the reasonableness of the 
rate reduction filed, nevertheless it was apparent that the 
Bureau would be unable to secure the approval of the New York 
Insurance Department. 


In view of all the circumstances involved elsewhere as well as 
New York and having in mind also that there wasqt leastroom for 
argument with respect to that portion of the supporting data 
dealing with the expense factor, the Bureau concluded that 
pending further studies to be made with respect to the proper 
factor to be used for expenses, a revised filing should be 

made on the basis of a profit factor of 6% and an expense factor 
of 39%, producing an allowable loss ratio for the purpose of 
this filing, on the basis of such factors, of 55%. 


As the Bureau has heretofore pointed out, it is absolutely 
essential that the rates for Jewelry insurance be uniforn 
countrywide. Accordingly the Bureau respectfully tenders for 
filing to become effective as to policies attaching on and 

after September 1, 1949, the following revised schedule of rates, 
calculated to result in a ratio of incurred losses to premiums 
earned on a country wide basis of as close to 55% as it is possible 
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to approximate with the understanding that this is to be 
considered an interim filing pending further studies heretofore 
referrec to and without prejudice as respects allowable loss 
ratio, yrofit or exzense factors insofar as this or any other 
elass Of Inland Narine insurance is concerned: 


por the first $5,000. or part thereof $1.60 
vor the excess of $5,000. up to $10,000. 1.10 
por the excess Of $10,000, up to $50,000, .50 
ror the excess of $50,000, up to $100,000. 235 


On the entire amount of insurance on jewelry 
when such amount exceeds $100,000. 55 


In view of all that has transpired and to make the least pos- 


sible confusion, we earnestly urge that each Department 
promptly acknowledge anc approve this revised filing. 


Respectfully subuitted, 


: Lh LOCA li wt ; 


HL WM General Manager 
IIB 
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THE COMMONWEALTH OF MASSACHUSETTS 
Department of Banking and Insurance 


Division of Insurance 


EXHIBIT NO. // 
In the Matter of: 
Application for Hearing by the OPINION 
North America Companies under and 
Section 18 of Chapter 174A of DECISION 


the General Laws of Massachusetts 


This is a proceeding under Massachusetts General Laws, 
Chapter 174A, Section 18, under an application made by the North 
America Companies. Subsection (a), Section 18, Chapter 174A, reads 
as follows: 

“Any insurer or rating organization aggrieved by any order 
or decision of the commissioner made without a hearing, may, within 
thirty days after notice of the order to the insurer or organization, 
make written request to the commissioner for a hearing thereon, The 
commissioner shall hear such party or parties within thirty days 
after receipt of such request and shall give not less than fifteen 
days' written notice of the time and place of the hearing. Within 
thirty days after such hearing the commissioner shall affirm, reverse 
or modify his previous action, specifying his reasons therefor.  Pend- 
ing such hearing and decision thereof, the commissioner may suspend or 
postpone the effective date of his previous action." 

A hearing was held at the offices of the Insurance Comnis- 
Sioner at 100 Nashua Street, Boston, at ten o'clock in the forenoon on 


January 18, 1955. 
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Present were: 


Mr. John H. Louden, Deputy Commissioner of Insurance 
Mr. Robert G. Brutcher, Massachusetts Insurance Department 
Mr. W. Perry Epes, Counsel for the North America Companies 
Mr. Charles F. Littlepage, Vice President of Insurance 
Company of North America 

Mr. Francis Lewis, North America Companies 

Mr. Charles K. Cox, Assistant Secretary of Insurance Company 
of North America and Philadelphia Fire and Mariae 
Insurance Company 

Mr. Donald Warren, Field & Cowles 

Evidence, both oral and documentary, was introduced. 

Section 150 of Chapter 175 of the General Laws provides, ir 
substance, that foreign companies may be admitted to transact in the 
Commonwealth any kinds of business authorized by this Chapter, subject 
to all general laws now or hereafter in force relative to insurance com 
panies, and subject to all laws applicable to the transaction of such 
business by foreign companies and their agents. 

Section 3, as amended, of Chapter 175 of the General Laws, pro- 
yides as far as here material, that no company shall make a contract of 
insurance upon or relative to any property or interests in the Common-- 
wealth or with any resident thereof, and no person shall negotiate, so- 
licit or in any manner aid in the transaction of such insurance or of 
its continuance or renewal, except as authorized by this Chapter. 

The Petitioners are a group of foreign insurance companies 
consisting of the Indemnity Insurance Company of North America, Insur~ 
ance Company of North America and Philadelphia Fire and Marine Insur— 
ance Company, all with home offices in Philadelphia, Pennsylvania, and 
known as the North America Companies, 

Field & Cowles are licensed Insurance Agents for the Petition- 


ers in this Commonwealth. 
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The Petitioners are licensed by this Department to write 
several lines of insurance under the provisions of Section 47 of Chap- 
ter 175 of the General Laws, including Clause 2 of said Section 47, 
The Petitioners, under Clause 2, may insure ". . . (o) against risks 


of inland navigation and transportation; (c) in connection with marine 


or inland navigation or transportation insurance on any property, againg 


any risk or hazard whether to person or to property, including legal 
liability on account of loss or damage to either, arising out of the 
construction, repair, operation, maintenance or use of the subject mat. 
ter of such primary insurance;'. ..". 

Sometime during the latter part of November, the Department 
received information that the Petitioners were prepared to make availab},. 
in Massachusetts all risk policies covering the property of certain 
dealers. The following communication was prepared by the Petitioners 
for distribution to their producers: 

“November 15, 1954 

DEALERS' POLICIES 


We are now prepared to quote for andissue ‘all risks' policies 
for the following types of wholesale or retail dealers: 


Camera Dealers 

Fur Dealers 

Heating & Air Conditioning Equipment Dealers 
Household Appliance Dealers 

Industrial Machinery & Tool Dealers 

Marine Supply Dealers 

Musical Instrument Dealers 

Office Equipment & Supply Dealers 
Professional & Scientific Instrument Dealers 
Sporting Goods Dealers 


A simplified policy has been designed for these dealers, The 
rating plan is attractive, Our Fieldmen sre prepared to help 
you use this unique policy. 


Call us or our Special Agent serving your territory for the 
benefits you and your mercantile clients will be able to de- 
rive from this modern plan, 


FIELD & COWLES, MANAGERS" 








THE INSURANCE INDUSTRY 2741 















The subject matter of the letter was given consideration, 


and the following was sent to the Petitioners: 





"December 7, 1954. 


"John A. Diemand, President 
North America Companies 
1600 Arch Street 
Philadelphia 1, Pennsylvania 


"Dear Sir: 


Zainst 
1 





e We are in receipt of a copy of a letter of the 


North America Companies dated November 15, 1954, and cap- 
tioned DEALERS' POLICIES. This letter seems to be one 

which has been sent to producers by the New England Marine 
Department of your Agent, Field & Cowles, 40 Broad Street, 
Boston, Massachusetts. It reads in part as follows: 


mat- 




















'We are now prepared to quote for and issue ‘all risks" 


policies for the following types of wholesale or retail 
dealers: 


Camera Dealers 
Pur Dealers 
Heating & Air Conditioning Equipment Dealers 
Household Appliance Dealers 

Industrial Machinery & Tool Dealers 

Marine Supply Dealers 

Musical Instruments Dealers 

Office Equipment & Supply Dealers 
Professional & Scientific Instrument Dealers 
Sporting Goods Dealers' 


lictes 











By ruling effective October 1, 1953, this Depart- 
ment promulgated the Nationwide Marine Definition as inter- 
pretative of the insuring powers of companies authorized to 
write Inland Marine Insurance in this Commonwealth, 












This ruling authorized Inland Marine Insurance 
coverage for the property of the dealers specifically named 
in the Definition. It is not intended and the Definition 


shall not be construed to include within its scope other 


The dealers not so named, 


to help 


It is, therefore, requested that you forthwith 
notify your Agent, Field & Cowles, that, with the exception 
of camera, fur and musical instruments dealers, the property 
of the dealers listed above may not be insured under an 
Inland Marine Policy. 


the 
oO de- 








Very truly yours, 






John H. Louden : 
Deputy Commissioner, ' 
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The Petitioners, in reply, stated that they disagreed with 
the conclusions in the letter of December 7, 1954, and requested a 


+ 


hearing on the question of whether such property may be insured, 
There was additional correspondence between the Department 
and the Petitioners as to their right to a hearing. 


On December 30, 1954, the Department received the following 


telegram: 


'1954 DEC 29 PM 5:14 


“John H. Louden, Deputy Comm, Dept. of Banking & Ins. 
Div. of Ins., Commonwealth of Mass. 
100 Nashua Street., Ban. 


Your letter of December 7, 1954 requested that we 'forthwith 
notify your Agent, Field & Cowles, that, with the exception 
of camera, fur, and musical instrument dealers, the property 
of the dealers listed above may not be insured under an In- 
land Marine Policy'. Your letter, as an order requiring the 
North America Companies to cease the sale of the enumerated 
dealers policies 'forthwith', falls clearly within the terms 
of Section 18, Chapter 174A of the General Laws. Under that 
Section any insurer ‘aggrieved by any order or decision of the 
Commissioner made without a hearing' may within thirty days 
after notice of the order request a hearing, and the Commis 
sioner is required to hold such a hearing within thirty d 
after receipt of such request, on not less than fifteen da 
written notice. We made such a request to you in our let 
of December 16, 1954. 


We therefore urge that pursuant to that request, you call a 


hearing as required by Section 18 of Chapter 174A with respect 
to your order of December 7th that we cease writing certain 
dealers policies. 
W, Perry Epes, Legal Dept. No. Ama, Cos,' 
In accordance with this request, the Petitioners were not 
fied that a hearing would be held on January 18, 1955. 
By ruling dated September 23, 1953, with an effective date 
of October 1, 1953, the Commissioner issued an order promulgating, with 


sertain modifications, the Nation-wide Marine Definition which was adopted 
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by the National Association of Insurance Commissioners at its meeting 

in June of 1953 and recommended for acceptance and promulgation by the 
{individual states. This ruling was made under the authority vested in 
the Commissioner by General Laws, Chapter 174A, Section 4, This Defini- 
tion was amended by the Commissioner on January 20, 1954, and again on 
June 24, 1954. 

A Committee on Interpretation of the Nation-wide Marine Defi- 
nition was appointed by the National Association of Insurance Commis-— 
sioners. This Committee recommended several interpretations of the 
Definition which have been adopted by this Department. 

The Petitioners do not challenge the authority of the Commis- 
sioner to define Inland Marine Insurance. Neither do they challenge 
his authority to amend or interpret such Definition. It is contended 
that since Camera Dealers' and Equipment Dealers' Policies are not spe- 
cifically mentioned in the Statute but are permitted to be written 
under the Commissioner's Definition, it necessarily follows that such 
policies are authorized under Section 47 of Chapter 175 of the General 
laws, and, for that reason, the policies in question being similar to 
Camera Dealers' and Equipment Dealers' Policies, they, too, are author— 
ized by the provisions of said Section 47. 

It is noted that Clause 2 of said Section 47 does not express-— 
ly authorize or prohibit the policies in question. The Camera Dealers’ 
and Equipment Dealers' Policies, however, are permitted by the ruling 
of the Commissioner defining Inland Marine Insurance. 

The question of an amendment to the Definition to permit the 


writing of the policies in question is not before me for consideration. 
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The evidence will show that I wrote to the Petitioners stating that 
if they requested a hearing on the question of an amendment to our 
Definition, I would fix a time and place for such a hearing at which 
time all interested parties would be given an opportunity to be heard, 
The Petitioners did not request a hearing on that question but pre. 
ferred to proceed in accordance with the provisions of Section 18 of 
Chapter 174A, 

It appears necessary to briefly review the considerations 
and discussions of the National Association of Insurance Commissioners 
leading to the recommendation and promulgation of the Nation-wide Marine 
Definition. 

The National Association of Insurance Commissioners is an 
organization with membership consisting of the commissioner, director, 
superintendent or other official who by law is charged with the respon- 
sibility of supervising the business of insurance within each state, 
territory or insular possession of the United States. 

The object of this Association as stated in Article 2 of its 
Constitution and By-Laws shall be to promote uniformity in legislation 
affecting insurance; to encourage uniformity in departmental rulings 
under the insurance laws of the several states; to disseminate informa- 
tion of value to insurance supervisory officials in the performance of 
their duties and to establish ways and means of fully protecting the 
interests of insurance policyholders of the various states, territories 
and insular possessions of the United States. 

The National Convention of Insurance Commissioners in December, 
1922, approved a Definition of Marine Underwriting Powers and at its 


session in June ot 1933, unanimously adopted a resolution recommending 
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the approval and adoption by the Convention of a proposed Definition 
and Interpretations of Marine Underwriting Powers for general acceptance 
in the United States. 

It was stated in the report of the Joint Committee on Inter- 
pretation and Complaint at its June 12, 1952, meeting, ".... In the 
late twenties or early thirties, some Insurance Departments as well 
as various underwriters came to the conclusion that some insurers were 
writing coverages without proper regard for the statutory definitions 
of the kinds of insurance and the separate requirements applicable to 
each kind of insurance...". 

This Department, by ruling dated January 8, 1934, with an 
effective date of January 15, 1934, adopted as a working arrangement 
the Definition recommended by the National Convention of Insurance Com- 
missioners at its meeting in Chicago in 1933. The words “as a working 
arrangement" in the said ruling are significant. At that time, some 
doubt existed as to the Commissioner's authority to make such a ruling 
which would be binding on the insurance companies. At least, he lack— 
ed. specific statutory authority to define Inland Marine Insurance, 

At a meeting of the Joint Committee on Interpretation and 
Complaint on November 21, 1952, it was reported, in substance, that at 
the annual meeting of the National Association of Insurance Commission- 
ers held at Chicago in June, 1952, a report was made by said Committee 
which, among other things, reviewed the status and general progress of 
the Nation-wide Definition from the date of its approval by the National 
Convention of Insurance Commissioners in 1933. The report pointed out 
the fact that as long as the established classes of insurance are to 


exist, definitions of those classes will serve a useful purpose by aiding 
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in the administration of the statutes which subje 
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Classes 


of insurance to different requirements and kinds or degrees of regula- 
tion. Certain questions brought out the following facts 


'3. That it would be well to give consideration tc 


amending the Definition in the light of what has 
transpired since it was originally put together 
such as state amendments and the passage of th 


multiple line laws and that such amendment on a 
nationwide basis would be a major undertaking 

"hk. That the Nationwide Definition with provisi for 
interpret ation thereof was originally brought into 
being for the reason, among others, that super 
visory authorities and the companies realized the 
impossibility and impracticability of a precise 
statutory definition of marine an narin 
underwriting powers and also realized that for 
the purpose of administering the state insurar 
laws there had to be a line of demarcation betwee: 
marine, including inland marine, and other existir 
Classes‘of insurance 
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"6, That in the administration of the state laws there 
should be reasonable uniformity i 
of similar statutes and that inc 
with, it is important to know into w 
a risk falls; that the need for a de tion of 
marine or inland marine insurance is at least a 
great today as it was in 1934 when a 
haps more so since the enactment or amen 
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rating laws so that they apply whe hey did not 
before as in the case of inland marine insura 
where only certain types of risk ire subjected t 


rate filing requirements. 
The Definition and Interpretation of Underwriting Powers Com- 


mittee at its mid-winter meeting in Dec 





*, 1952, reported in part as 
follows: 
‘,... After reviewing the entire subject and hearing various 
industry representatives, we re-affirm the opinion expressed in our June 


1952 report that there is need for a Nationwide Marine Definitio 
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The National Association of Insurance Commissioners, at 
its meeting in June, 1953, accepted and approved the report of the 
Committee on Definition and Interpretation of Underwriting Powers 
and recommended that insurance supervisory authorities of the various 
jurisdictions accept and promulgate the said Nationwide Marine Defi- 
nition. The Convention also adopted a proposal for the appointment 
of an Industry Committee for the purpose of recommending interpreta 
tions of the Definition, 

The action of this Department promulgating a Definition, 
first, in 1934 and again in 1953 clearly reflected general agreement 
with the aims and conclusions of the National Association of Insurance 
Commissioners. An expression of the views of all segments of the 
insurance industry crystallized into a Nationwide Definition which 
may be adapted to the statutory requirements of an individual state 
is desirable and necessary. 

Attention should be directed to the fact that the Commissioner's 
ruling effective October 1, 1953, and referred to above, defining In- 
land Marine Insurance, was in accordance with General Laws, Chapter 174A, 
Section 4, which reads, in part, as follows: 

"This chapter shall apply to risks located in this commonwealth 
insured by insurance companies authorized to transact business in this 
coumonwealth under the first, second or third clauses of section forty- 
seven of chapter one hundred and seventy-five, Inland Marine insurance 
shall be deemed to include insurance now or hereafter defined by law, 
or by interpretation thereof, or, if not so defined or interpreted, by 
ruling of the commissioner, or as established by general custom of the 


business, as inland marine insurance,.... 
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Prior to the decision in the South-Eastern Underwriters’ 
association case, on June 5, 1944, the insurance business was not 
deemed to be commerce when conducted across state lines and, therefore, 
not subject to acts dealing with interstate commerce. The decision 
in the South-Eastern Underwriters' Association case held that the busi- 
ness of insurance was commerce when conducted across state lines, and, 
therefore, subject to acts dealing with interstate commerce, Following 
this decision, Congress enacted Public Law 15 which provided, in sub- 
stance, for continued regulation of the insurance business by the 
states and made certain acts inapplicable to the insurance business 
until January 1, 1948, and further provided that on and after January l, 
1948, certain federal acts were to be applicable to the business of in- 
surance to the extent that such business is not regulated by state law. 

After the enactment of this law, by Order adopted by the House 
and Senate of the Massachusetts Legislature on July 20, 1945, its Com- 
mittee on Insurance was authorized to sit during the recess of the Gen- 
eral Court “to make an investigation and study of the question of the 
advisability or necessity of enacting legislation in this Commonwealth 
empowering the Commissioner of Insurance or other appropriate authority 
to fix and establish insurance rates and charges of any or all kinds and 
to that end to inquire into what action, if any, has been taken or is 
contemplated by other states in this matter as a result of the decision 
of the Supreme Court of the United States in the Southeastern Under- 
witers' case, so called, and subsequent federal legislation.....* 

The original scope of the Commission's investigation and 


study was broadened by subsequent Orders, This Committee reported that 
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they attended conventions of the National Association of Insuranca 
Commissioners, conferences and meetings of Committees thereof ang 
also held conferences with leading representatives of the industry 
and their counsel. 

Shortly after the enactment of Public Law 15, the so-calleq 
Insurance All-Industry Committee, composed of nineteen organizations 
representing insurance carriers, agents and brokers, was organized 
at the invitation of the National Association of Insurance Commissions, 
to study the impact of the business of insurance of the federal Anti. 
trust Acts and to suggest a pattern of rate regulatory legislation at 
the state level. 

A so-called All-Industry Bill, one for casualty and one for 
fire and marine, was recommended by the All-Industry Committee, This 
Bill was approved by the National Association of Insurance Commissioner 
at its meeting in June, 1946, and recommended for enactment by those 
states which approved the principle of that kind of regulation, 

Numerous and lengthy public hearings were held by the Legis. 
lative Commission and various bills proposed for enactment were studied 
and analyzed. This Commission recommended what they considered to be 
a Bill less stringent than the All-Industry Bill which had been adopted 
by the National Association of Insurance Commissioners, The Legislature, 
subsequently, enacted Chapter 174A providing for the regulation of rates 
for Fire, Marine and Inland Marine Insurance, This Law incorporated, 


with some exceptions, the basic provisions found in the All-Industry 


Bill. 
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Section 4 of Chapter 174A of the General Laws as quoted 
above 18 in substantial conformity with Section 2 of the Fire, Marine 
and Inland Marine Rate Regulatory Bill recommended by the National 


association of Insurance Commissioners, 
In a consideration of this subject matter, the Sub-Committee 
of the Committee on Rates and Rating Organizations of the National 
association of Insurance Commissioners at its meeting in April, 1946, 
reported ",.»ethe All-Industry Committee attempted specifically to 
cover the matter of inland marine insurance and set up what in effect 
yas a definition of the lines embraced within that subject, The All- 
Industry suggestion read as follows: 
‘Inland marine insurance shall be deemed to include in- 
surance now or hereafter defined by statute, or by 
interpretation thereof, or if not so defined or in- 
terpreted, by ruling of the Commissioner * * *, or as 
established by general custom of the business, as in- 
land marine insurance, ' 
The Sub-Committee raised the point that possibly a better definition of 
inland marine insurance could be devised and so reported to the 


Industry Committee, which agreed to give the matter further considera- 
tion... s+ 

This Sub-Committee at a later meeting gave further considera- 
tion to Section 2 of the Fire Bill and reported as follows: 

*At previous meetings your Committee indicated that the defi- 
nition of Inland Marine Insurance should be clarified. Upon reconsider- 
ation of the matter, the All-Industry Committee stated that it could not 
improve upon the definition and the matter was left for future considera~ 


tion, * 
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The same Sub-Committee at its May, 1946, meeting reporteg 
with reference to Section 2 of the Fire and Marine Bill: 

"The matter of the definition of inland marine insurance .con. 
tained in Section 2 of the Fire Bill was discussed and it was agreeg 
the definition as originally drafted and as contained in the Fire and 
Marine Bill of May 2, 1946, would be acceptable. Accordingly the def;. 
nition as contained in the said bill was agreed upon.” 

The Legislature did not enact Chapter 174A of the Genera) Lavs 
after hasty or ill-advised action. All problems relating to rate regu- 
lation were considered, including the kinds and classes of insurance to 
be regulated and the methods and types of regulation. It is apparent 
that the Legislature knew that Clause 2 of Section 47 of Chapter 175 
did not’ define Inland Marine Insurance. This, no doubt, was the situa. 
tion in most of the other jurisdictions and precipitated discussions 
and studies which ultimately led to the 1933 Nation-wide Definition, 

There was a need for a definition of Inland Marine Insurance 
in the late twenties and early thirties. It became more urgent with 
the approach of rate regulatory laws. Some of the best minds in the 
insurance industry studied the problem and concluded that it was impos- 
sible and impractical to attempt to precisely define Inland Marine 
Insurance in the statutes. It is apparent that the Legislature recog- 
nized these difficulties, and in its wisdom enacted Section 4, making 
Inland Marine Insurance subject to the rate regulatory law and prescrib- 
ing the method of defining this line of insurance, These provisions 
are specific and appear to cover the subject matter. 


If the Petitioners contend that they may define or interpret 


what shall be deemed Inland Marine Insurance, they are reading into 
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the statute an intent of the Legislature not expressed therein in plain 
yords or by implication. There is no phraseology to be found in Chap- 
ter 174A indicating by implication the intent of the Legislature that 
Inland Marine Insurance shall be defined other than by the method 
prescribed in Section 4, Every word of the statute is to be given 
effect if reasonably possible and cannot be stretched beyond its reason- 
able import to accomplish a result not expressed, If the Legislaturs 
had intended to authorize an insurer to define Inland Marine Insurance, 
{t would have made provision for the same, 

The Petitioners asserted at the hearing that it was the duty 
of the Commissioner to interpret the Definition. Yet, they saw fit to 
offer the policies in question without a ruling by the Commissioner 
that the coverage therein was Inland Marine Insurance. The Petitioners 
sought to justify their position by contending that these policies were 
gimilar to other policies authorized to be issued under the Definition. 
Following this reasoning to its logical conclusion, any company could 
form its own conclusion as to what may be deemed to be Inland Marine 
Insurance. Certainly, this would be inconsistent with the legislative 
intent and would tend to nullify the effect of Chapter 174A. 

Under Chapter 174A of the General Laws, the Commissioner is 
charged with the responsibility of administering the provisions thereof, 
In order to properly perform his functions, a definition of the classes 
of risks is essential. In the absence of a statutory definition, there 
would appear to be a requirement that the Commissioner exercise his 
authority under this Law. The ruling of the Commissioner effective 
October 1, 1953, together with the amendments and interpretations there- 


of, constitutes a compliance with this mandate. 
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manner aid in the transaction of such. insurance except as authorized 
py Chapter 175 or except as otherwise expressly authorized by law. 

' No policy of Inland Marine Insurance may be issued unless 
such insurance is defined by law, or by interpretation thereof, or, 
if not so defined or interpreted, by ruling of the Commissioner, or 
as established by general custom of the business, as Inland Marine 
Insurance. 


Since it has not been established that Inland Marine In- 


ai ath 


yY 


surance includes the policies in question, the Petitioners do not have 
the authority to issue such policies. 
In consideration, therefore, the Order as contained in my 


letter of December 7, 1954, addressed to the Petitioners, is hereby 
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MASSACHUSETTS - Supreme Court's Decision - May 1956 


? 


EXHIBIT NO./ 7 


INSURANCE COMPANY OF NORTH AMERICA & another vs. COMMISSIONER 
OF INSURANCE 


(and a companion case between the same parties), 


WILKINS, J. Insurance Company of North America and its wholly 
owned subsidiary, Philadelphia Fire and Marine Insurance Company, 
are Pennsylvania corporations licensed to write inland marine 
insurance in this Commonwealth. G. L. (Ter. Ed.) c. 175, § 47, 
Second, The commissioner of insurance has made an order that these 
companies (hereinafter called North America) cannot issue policies 
insuring certain dealers against all risks. The first case is an 
appeal from that order, purportedly under G.L. (Ter. Ed.) c. 174, 
8 18 (c), inserted by St. 1947, c. 614, 8 1, as amended by St. 195, 
c. 681, 8 17. The second case is a bill for a declaratory decree 
as to the validity of such policies and as to the powers of the 
commissioner. G.L. (Ter. Ed.) c. 231A, inserted by St. 1945, ce. $82, | 
81. The single justice reserved and reported each case without 
decision upon the pleadings and the record, including a report of 
the evidence of the proceedings before the commissioner, 4G. L, 
(Ter. Ed.) c. 211, §& 63; ce. 231, #8 111. 

The cases present similar issues. As the result will not be 
affected, and as no contention has been made to the contrary, we 
shall assume, without deciding, that the appeal lies in the first 
case, In the second case, an interlocutory decree is to be entered 
overruling the demurrer to the bill of complaint, and we shall 
proceed directly to the merits. 


Inland marine insurance is comparatively new, It is an 
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outgrowth of the development of land transportation. The Federal 
operation of railroacs in the overcrowded conditions of World War I, 
the inauguration of shipment motor truck and by airplane, greater 
nobility of population, and increased traffic in personal property 
yere some of the factors acceleration the need for a type of 
insurance policy which would cover portable personal property other 
than at fixed locations. The name itself is a misnomer, and 
includes many forms of insurance wholly lacking in marine features, 
ynile the chief characteristic is a relation to transportation, 
there are recognized categories which have no such relation. The 
competition of these in the new field of inland marine insurance 
led to much controversy with those in the established fields of fire 
ami casualty insurance. Appleman, Inland Marine Insurance, 1-12. 
podda, Inland Marine & Transportation Insurance, 34-48, 

Certain facts are admitted in the pleadings, Others appear 
in the deputy commissioner's opinion and decision. On November 15, 
1954, a Boston agent for North America's inland marine department 
notified producers in this Commonwealth that North America was 
prepared to issue all risk policies for wholesale or retail dealers 
in cameras, furs, heating and air conditioning equipment, household 
appliances, industrial machinery and tools, marine supplies, musical 
instruments, office equipment and supplies, professional and 
scientific instruments, and sporting goods. These policies were to 
"provide coverage to the insured's merchandise on incoming shipments 
and (the said coverage) continues while at the insured's premises 
and during delivery to customers and installation at customer's prem- 


ises, said coverage commencing when the insured's interest commences 
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and ceasing when the insured's interest ceases," 

By letter dated December 7, 1954, the deputy commissioner of 
insurance notified North America that with the exception of the 
policies for camera, fur, and musical instrument dealers the 
property of the dealers enumerated above could not be insured 
under an inland marine policy. The letter further stated, "by 
ruling effective October 1, 1953, this department promulgated the 
Nation-wide Marine Definition as interpretative of the insuring 
powers of companies authorized to write inland marine insurance in 
this Commonwealth. This ruling authorizes inland marine insurm oe 
coverage for the property of the dealers specifically named in the 
definition. It is not intended and the definition shall not be 
construec to include within its scope other dealers not so named," 
This ruling was made pursuant to G. L. (Ter. Ed.) c.17a, § h, 
inserted by St. 1947, c. 61), 8 1. Chapter 174A is known as the 
fire, marine and inland marine rate regulatory law. Section h, in 
part, says: "This chapter shall apply to risks . . . insured by 
insurance companies authorized to transact business . . . under the 
first, second or third clauses of section forty-seven of chapter one 
hundred and seventy-five. Inland marine insurance shall be deemed 
to include insurance now or hereafter defined by law, or by inter- 
pretation thereof, or, if not so defined or interpreted, by ruling 
of the commissioner, or as established by general custom of the 
business, as inland marine insurance,* 

Insurance companies may be incorporated, under G. L. (Ter, 


Ed.) c. 175, 8 47, "Second, To insure... (bv) against risks of 


inland navigation and transportation; (c) in connection with marine 
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or inland navigation or transportation insurance on any property, 
against any risk or hazard whether to person or to property, 

including legal liability on account of loss or damage to either, 
arising out of the construction, repair, operation, maintenance or 
ye of the subject matter of such primary insurance." Clause Second, 
(a), om which North America expressly does not rely, authorizes, as 
part of inland marine insurance, floater policies for dealers in 
specified goods not in transit "in precious stones, jewels, jewelry, 
gold, silver or other precious metals, silverware, musical instru- 
nents, furs, fur garments or fine arts," irrespective of any element 
of transportation. 

The Nation-wide Marine Definition was adopted by the national 
association of insurance commissioners in June, 1953, and recommended 
for acceptance and promulgation by the States. This definition was 
twice amended by the commissioner, The national association of 
insurance commissioners has a membership composed of the official 
yho by law is the responsible head of the business of insurance in 
his State. The purposes of the association are to promote uniformity 
in legislation affecting insurance; to encourage uniformity in 
rulings under the several State insurance laws; to disseminate 
information to State insursnce officials; and to establish ways and 
mans to protect policyholders in the United States, 

In June, 1933, the national convention of insurance commissioners 
adopted a “Nation-wide Definition and Interpretation of the Insuring 
Powers of Marine and Transportation and Underwriters." The department 
of insurance, effective January 15, 1934, adopted, "as a working 


arrangement," that definition, The Nation-wide Marine Definition, 
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approved by the national convention of insurance commissioners ang 
promulgated by the department on October 1, 1953, was the result of 
a reexamination by the committee of the earlier definition in the 

light of intervening experience. 

On December 16, 195, North America formally requested a 
hearing by the deputy commissioner on the question whether the 
property of dealers listed in his letter of December 7, 195), may 
be insured under inland marine insurance. On January 18, 1955, the 
hearing was held before the deputy commissioner who on March 7, 1955, 
rendered a decision affirming the order contained in his letter of 
December 7, 195. On March 9, 1955, North America appealed to the 
commissioner, who, on May 20, 1955, rendered his decision and order, 
affirming the decision and order of the deputy commissioner, 4G, 1, 
(Ter. Ed.) c. 26, 8 7; c. 174A, § 18 (a), inserted by St. 19k7, 

c. 614, 8 1. 

Foreign corporations, such as North America, "cannot engage in 
any business here the transaction of which is not permitted by the 
laws of this Commonwealth. G. L. (Ter, Ed.) c. 161, 8 2, See G, t, 
(Ter, Ed,) c. 175, § 5, as amended by St. 1933, c. 107, 8 2, Om the 
other hand they may, so far as at present material, conduct any 
business which a domestic company may conduct and which is permitted 
by the law of the State of their incorporation." Insurance Co, of 
North America v. Commissioner of Insurance, 327 Mass. 75, 756. G. L, 
(Ter, Ed.) c. 175, 8 150, as appearing in St. 1945, c. 609, 8 2, as 
amended by St. 1946, c. 250. By G. L. (Ter. Ed.) c. 175, § 3, no 


corporation whether foreign or domestic, “shall make a contract of 


insurance upon or relative to any property or interests or lives in 
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the commonwealth, or with any resident thereof, and no person shall 
negotiate, solicit, or in any manner aid in the transaction of such 
insurance” except as authorized in cc. 175,176, or 178, “or except 
as otherwise expressly authorized by law." See Stone v. Old Colony 
street Railway, 212 Mass, 459, 462. 

North America's first contention is that it has an absolute 
right to issue all risk policies for dealers in heating and air 
enditioning equipment, household appliances, industrial machinery 
and toole, marine supplies, office equipment and supplies, profes- 
sional and scientific instruments, and sporting goods, The assertion 
is made that inland marine insurance upon these items is authorized 
by G. L. (Ter. Ed.) c. 175, § 47, Second, (c). 

Pertinent here are excerpts from North America's brief, "The 
dealers policies in issue would provide broad, continuous, 'all risk! 
coverage without gaps from the time the dealer buys his goods until 
he sells them, all in a single policy." "All of these ten dealers 
policies (including dealers in cameras, furs, and musical instru- 
ments) cover the dealer's merchandise in the course of transportation 
to his premises, while on the premises, and during transportation to 
customers and installation at customer's premises. The coverage 
commences when the dealer's property interest commences and continues 
as long as he has such an interest, and includes similar property of 
others in his custody, as for repair or on consignment. It extends 
to shipments for exhibition, demonstration, approval or trial as 
wll as for sale, It likewise covers the dealers' merchandise while 
wméer instalment sale.“ The sevem policies in controversy purport to 


cover property within the continental United States (excluding 
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Alaska) and Canada, and only the policy for marine supply dealers 
excludes “Property sold under an instalment sales plan after delivery 
to the customer." The other six policies provide, "Unless indicate, 
to the contrary on Page DE 1, the following coverage is granted; 
Property insured under this policy which has been sold under an 
instalment sales or deferred payment plan (or leased from the 
assured) until the financial interest of the assured has ceased," 
The words in brackets are added in the forms for inductrial machinery 
and tool dealers and for office machinery and supply dealers, 

Policies with these provisions, it is argued, fall within 
c. 175, 8 47, Second, (c), because they afford insurance "in connec. j 
tion with marine or inland navigation or transportation insurance" 
and “arising out of the construction, repair, operation, maintenance 
or use of the subject matter of such primary insurance,® Obviously, 
much more may be involved than transportation risks on deliveries to 
and from the dealer's premises, We do not perceive any limit to the 
coverage of a dealer's entire stock in trade for as long as the 
policy or its renewals may continue. Merchandise could be covered 
which had long been in stock, On instalment sales the duration of 
coverage could extend for months or even years after transportation 
had ceased, 

We cannot discover that there necessarily will be the continuou 
movement of goods which North America contemplates in its brief, 
where it is said: "During the normal operation of all of these 
dealers the course of business calls forthe continuous movement 


the goods from the manufacturer or distributor to the dealer's store, ’ 


and from the store to the purchaser, the goods remaining at the stor 
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only Long enough for @ purchaser to be found. It is never intended 


that the goods have more than a temporary stop at the store in 


7 connection with their normal movement from factory to consumer, The 
yery business of these dealers depends upon this continuous movement.” 
the places where there will not necessarily be movement are at the 
store subject to sale and at the location where the article remains 
in the possession of the conditional buyer while the dealer holds 

nery title as unpaid seller, 

Te history of inland marine insurance, to which we have 
priefly alluded, and the legislative development of c. 175, 83 47, 

a. | support the commissioner's order, By St. 1872, c. 375, #1, 

a incorporation was authorized "for the purpose of transacting the 

ies pusiness of insurance , . . against loss or damage by fire, by 

‘ly, lightning, by tempest, or by the perils of the sea, and other perils 

sto usually insured against by marine insurance companies, including 

the | pisks of inland navigation andtransportation . ..." By St. 1887, 
¢, 214, § 29, the purposes for which insurance companies might be 

ed formed were segregated and clause "Second" made its first appearance: 

of "Second, To insure . . . vessels, freights, goods, money, effects, 

10 and money lent on bottomry or respondentia, against the perils of 
the sea and other perils usually insured against by marine insuranc 

mou including risks of inland navigation or transportation.” The 
language assumed substantially its present form in St. 1921, c. 198: 
“Second, To insure . .. against the perils of the sea and other 
perils usually insured against by marine insurance; risks of inland 

tore, | nmvigation and transportation; also, in connection with marine or 
store inland marine or transportation insurance on property, to insure 
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against any risk whether to person or to property, including 
liability for loss or damage to either, arising out of the con. 
struction, repair, operation, maintenance or use of the Sub ject 
matter of such primary insurance . ...” Thus far the element of 
transportation dominated our statutes on inland marine insurance, 
The provisions now in (dad) respecting jewelry dealers were added by 
St. 1927, c. 53, 8 1, entitled, "An act providing for jewelers: 
block insurance." Subdivision (d) took its present form in St, 1931, 
c. 109, entitled, "An Act permitting certain insurance companies to 
insure certain personal property against all risks or hazards," 

It is undisputed that G. L. (Ter. Ed.) c. 175, § 47, Second, 
(d), does not authorize the issue of policies on the goods of those 
dealers which are the subject of the present complaint. By "permit. 
ting certain insurance companies to insure certain personal Property 
against all risks* the Legislature did not authorize the insurance 
of other property against all risks. If the articles enumerated ip 
(ad) were subject to inland marine insurance under (c), no reason for 
separate legislation appears, The conclusion is manifest, that (c) 
is still related to the element of transportation and (d) exists 
without regard to that element. 

The order of the commissioner is attacked as discriminatory, 
Alleged inconsistencies are cited between this and other rulings of 
his respecting dealers in other commodities. These charges assume 
the very point at issue, which is the scope of inland marine 
insurance. Policies authorized under c. 175, 8 47, Second (4d), 


such as to dealers in jewelry, musical instruments, or furs, where 


no element of transportation is involved, are not in point, The 
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Legislature could recognize that those items are "by general custom 
of the pusiness® within the field of inland marine insurance. The 
inclusion of some articles within this field cannot be reconciled 
logically with the exclusion of others, The truth of the matter 
yndoubtedly is that inland marine insurance is a hybrid which has 
just grown. This circumstance, however, does not deprive the Legis- 
lature, or the department when properly authorized by the Legislature, 
of the power to determine enlargements of its coverage. 

The primary purpose of the insurance determines its character, 


yermes Credit Jewelry, Inc. v. Fireman's Fund Ins. Co. 92 Fed. Sup. 


905, 908 (D. C. Minn.), affirmed sub nomine Fireman's Fund Ins, Co. 


y, Vermes Credit Jewlery, Inc. 185 Fed. (2d) 142, lyh-145 (C. A. S.). 


Davis Yarn Co. Inc. v. Brooklyn Yarn Dye Co. Inc. 293 N. Y. 236, 
eee 
27-248. We are unable to hold that the primary purpose of the 


policies in controversy is related to transportation. We do not 
accept North America's contention based upon an absolute authorization 
conferred by c. 175, S 7, Second, (c). 

As valid ground exists under G. L. (Ter. Ed.) c. 175, Sk7, 
Second, for the commissioner's order, we shall not discuss questions 
argued respecting G. L. (Ter. Ed.) c. 174A, Sh, inserted by St. 1947, 
¢, 614, Sl. No controversy remains which we feel bound to consider. 
This includes the Nation-wide Marine Definition. We think it 
appropriate to add a brief statement as to the question whether the 
commissioner is authorized by c. 17hA, Sk, or in fact has undertaken, 
to limit statutory underwriting powers conferred by c. 175, S47, 
Second, If there be such admissions in the answers of the Attorney 


General (compare Bancroft v. Cook, 264 Mass. 343, 348; Markus v. 
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Boston Edison Co. 317 Mass. 1, 7; Zaleski v. Zaleski, 330 Mass, 132, 
134-135), they would not be binding upon this court in performing it 
duty to make a declaratory decree, 

In the first case (No. 5516), the order of the conmissioner js 
affirmed. 

In the second case (No. 5517), an interlocutory decree is to bh, 
entered overruling the demurrer to the bill of complaint; and a 
final decree is to be entered declaring that the dealers policies 
in controversy may not be written under G, L. (Ter, Ed.) c, 175, 


847, Second. 


Be ordered, 


s 
© 
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2, COMMITTEE LIST, NAIC (1958 -1959) 


EXECUTIVE (A) COMMITTEE 
(MAIC Constitution ART. 6) 


T. NELSON PARKER, CHAIRMAN VIRGINIA 
Commissioner of Insurance 
Richmond 9, Virginia 


JOSEPH S. GERBER, VICE CHAIRMAN ILLINOIS 
Director of Insurance 
Springfield, Illinois 


F. Britton McConnell California 

Charles R. Howell New Jersey 

Donald Knowlton Zone 1 New Hampshire 

Francis R. Smith Zone 2 Pennsylvania 

Rufus D, Hayes Zone 3 Louisiana 
Zone 4 

Frank Sullivan Zone 5 Kansas 

John J. Holmes Zone 6 Montana 

Paul A. Hammel, President Nevada 

Sam N. Beery, Vice President Colorado 

J. Edwin Larson, Secretary-Treasurer Florida 


(Al) Subcommittee - To Study Future Sites for NAIC Meetings (12/51) 


F, Britton McConnell, Chairman California 
Harvey G. Combs Arkansas 
Rufus D, Hayes Louisiana 
(a2) Subcommittee - To Study Operations of the Executive Secretary's (6/59) 
6/57 
T. Nelson Parker, Chairman Virginia 
Donald Knowlton, Vice Chairman New Hampshire 
Joseph S, Gerber Illinois 
Frank Sullivan Kansas 
Rufus D. Hayes Louisiana 
Paul A. Hammel Nevada 
Charles R. Howell New Jersey 
Paul J. Rogan Wisconsin 
(43) Subcommittee - NAIC Membership (12/58) 
Donald Knowlton, Chairman ew Hampshire 
Leo O'Connell Idaho 
Rufus D, Hayes Louisiana 
C,. Lawrence Leggett Missouri 
T. Nelson Parker Virginia 


5859-164 








F. BRITTON McCONNELL, CHAIRMAN 
Insurance Commissioner 

San Francisco 2, California 
CHARLES R. HOWELL, VICE CHAIRMAN 


Commissioner of Insurance 
Trenton 25, New Jersey 


Alden C. Palmer 
Rufus D. Hayes 

F, Douglass Sears 
William E, Grubbs 
Thomas Thacher 
Francis R. Smith 
William A, Sullivan 
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(A) BLANKS COMMITTEE 


(Standing Committee) 
(Reports to Executive Commit 
(NAIC By-Laws SECTION 5) 


CALIFORNIA 


NEW JERSEY 


Indiana 
Louisiana 
Maryland 
Nebraska 

New York 
Pennsylvania 


Washington 
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Subcommittees - BLANKS COMMITTEE 
pire, Casualty, and Reciprocal Blank Subcommittee 


Joseph T. Collins, Chairman N.Y. Walter J. Madden Neb, 
William Bruce Calif, W. Harold Bittel N.J. 
Ralph Keffer Conn, William Gould N.Y. 
James E, Duduit Ind, L. Hayden Jones Qhio 
Charles Powers Mass, Earl L. Berger Pa. 
Theo, Tubergen Mich, Francis T. McGovern R.I. 
Dean Wall Mo, 
Life and Accident and Health Blank Subcommittee 
~ y, Harold Bittel, Chairman NJ. Walter J. Madden Neb, 
William Bruce Calif. Julius Sackman N.Y. 
Ralph Keffer Conn. L. Hayden Jones Ohio 
James E. Duduit Ind, Charles Lazarus Pa. 
F, A. Donovan, Jr. Mass. Francis T, McGovern RI, 
Theo, Tubergen Mich, Ed. Mashburn Tenn, 
Dean Wall Mo. Jerome G, Bradley Wash. 
fraternal Blank Subcommittee 
Francis T. McGovern, Chairman 8.1. Walter J. Madden Neb. 
William Bruce Calif. Charles C. Dubuar N.Y. 
Ralph Keffer - Conn. Earl L. Berger Pa. 
F, A. Donovan, Jr. Mass. Jerome G. Bradley Wash, 
yospital and Medical Service Plans Blank Subcommittee 
Earl L. Berger, Chairman Pa. Ww, Harold Bittel N.J. 
Ralph Keffer Conn. Charles C, Dubuar N.Y. 
F., A. Donovan, Jr. Mass. Francis T, McGovern R.I. 
Theo, Tubergen Mich, 
Mtle and Mortgage Guaranty Blank Subcommittee 
William Gould, Chairman N.Y. Walter J, Madden Neb. 
William Bruce Calif, W. Harold Bittel Node 
Theo, Tuberzen Mich, Earl L, Berger Pa. 
Assessment Life and Accident and Health Blank Subcommittee 
Charles C. Dubuar, Chairman N.Y. Walter J. Madden Neb, 
W. T. Cordon thi. Charles Lazarus Pae 
Theo, Tuberzen Mich. 
Life and Accident and Health Blank Instructions Subcommittee 
W. Harold Bitte1, Chairman Node Charles C, Dubuar N.Y. 
William Bruce Calif, Julius Sackman N.Y. 
Walter J. Madden Neb, Charles Lazarus Pa. 
Fire, Casualty, and Reciprocal Blank Instructions Subcommittee 
W. Harold Bittel, Chairman Nod. William Gould N.Y. 
William Bruce Calif, Earl L. Berger Pa. 
Walter J, Madden Neb. Jerome G, Bradley Wash. 
Welfare and Pension Fund Blanks Subcommittee 
James J, Higgins, Chairman N.Y. W. A. Hurlbut Ill. 
William Bruce Calif, George F. Howarth Mass. 
Ralph Keffer Conn, Jerome G, Bradley Wash, 
John Grogan Wis. 
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(a5) PRESERVATION OF STATE REGULATION COMATTTER 


(Special Committee 6/56) 
(Reports to Executive Committee) 


DONALD KNOWLTON, CHAIRMAN 

Insurance Commissioner 

Concord, New Hampshire 

F, BRITTON McCONNELL, VICE CHAIRMAN 


Insurance Commissioner 
San Francisco 2, California 


Harry S,. Smith 
Joseph S. Gerber 
Frank Blackford 
Charles R. Howell 
Thomas Thacher 
Francis R, Smith 


Paul J. Rogan 


NEW HAMPSHIRE 


CALIFORNIA 


Delaware 
Illinois 
Michigan 
New Jersey 


New York 


Pennsylvania 


Wisconsin 
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(B) ACCIDENT AND HEALTH COMMITTEE 
(Standing Comittee) 


DONALD KNOWLTON, CHAIRMAN NEW HAMPSHIRE 
Insurance Commissioner 
Concord, New Hampshire 


RUFUS D. HAYES, VICE CHAIRMAN LOUISIANA 
Comuissioner of Insurance 
Baton Rouge 4, Louisiana 


Zack D, Cravey Georgia 

Joseph S, Gerber Tllinois 

Qliver P, Bennett Iowa 

William E. Grubbs Nebraska 

Paul A, Hammel Nevada 

Thomas Thacher New York 

Joe B. Hunt Oklahoma 

C, Judson Pearson West Virginia 
(Bl) Subcommittee - Regulation of Advertising (12/55) 

William E. Grubbs, Chairman Nebraska 

Joseph S, Gerber Illinois 

Rufus D. Hayes Louisiana 

Donald Knowlton New Hampshire 

Thomas Thacher New York 


(B2) Subcommittee - Definitions of "Non-—Cancellable Insurance" and 


"Guaranteed Renewable Insurance" (12/56) 


Joseph S, Gerber, Chairman Illinois 
Oliver P, Bennett Iowa 

Rufus D. Hayes Louisiana 
Joe B, Hunt Oklahoza 

C, Judson Pearson West Virginia 


5859-168 
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(C) CASUALTY AND SURETY ¢ 
(Standing Committee) 


GEORGE F,. MAHONEY, CHAIRMAN MAINE 
Insurance Commissioner 
Augusta, Maine 


FRANK SULLIVAN, VICE CHAIRMAN KANSAS 
Commissioner of Insurance 
Topeka, Kansas 


Harry S. Smith Delaware 

Leo O'Connell Idaho 

Walter D. Davis Mississippi 
Charles F, Gold North Carolina 
V. Dean Musser Oregon 
Hartley F, Roberts Rhode Island 
D. E. Mitchell South Dakota 
John R. Long, Jr. Tennessee 
William A, Harrison Texas 

Carl A. Hulbert Utah 
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(D) DEFINITION AND INTERPRUTATION OF 


WALTER D. DAVIS, CHAIRMAN 
Camissioner of Insurance 
Jackson, Mississippi 

PAUL J. ROGAN, VICE CHAIRMAN 


Commissioner of Insurance 
Madison 2, Wisconsin 


zack D. Cravey 
Leo. O'Connell 
Ralph F. Apodaca 
R. Lee Kelly 

tT, Nelson Parker 
Robert Adams 


UNDERWRITING POWERS COMMITTCE 
(Special Committee) 


MISSISSIPPI 


WISCONSIN 


Georgia 

Idaho 

New Mexico 
South Carolina 
Virginia 


Wyoming 
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(E) EXAMINATIONS COMMITTEE 
(NAIC Constitution ART, 6) 


WILLIAM A. SULLIVAN, VICE CHAIRMAN 
Insurance Commissioner 

Olympia, Washington 

Charles R. Howell 

Charles F. Gold 

C. P. Thurman 


A. J. Jensen 


Harvey G. Cambs 


ZONE 6 


Zone 1 
Zone 2 
Zone 3 
Zone 4 


Zone 5 


WASHINGTON 


New Jersey 
North Caroling 
Kentucky 
North Dakota 
Arkansas 


(El) Subcommittee - Examinations Practice and Procedure Manual Revision (6/51) 


Thomas Thacher by Julius Sackman, Chairman Zone 1 


Joseph S, Gerber by F. Vernon Rosenthal, 
Vice Chairman 


Charles R. Howell by W. Harold Bittel 
F. Douglass Sears by John H. Coppage 
Edward A. Stowell by L. Hayden Jones 
J. Edwin Larson by 

C. Lawrence Leggett by 

Frank Blackford by Theo, Tubergen 
Frank Sullivan by Rodell Capper 
William E. Grubbs by Walter J. Madden 
F, Britton McConnell by William Bruce 
William A. Sullivan by 


Zone 4 


Zone 1 
Zone 2 
Zone 2 
Zone 3 
Zone 3 
Zone 4 
Zone 5 
Zone 5 
Zone 6 
Zone 6 


New York 
Tllinois 


New Jersey 
Maryland 
Ohio 
Florida 
Missouri 
Michigan 
Kansas 
Nebraska 
California 
Washington 
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p, BRITTON McCONNELL, CHAIRMAN 


Insurance Commissioner 
San Francisco 2, California 


PAUL J. ROGAN, VICE CHAIRMAN 


Commissioner of Insurance 
Wadison 2, Wisconsin 


Charles R. Howell 
Harry S. Smith 
¢, Lawrence Leggett 


Ralph F. Apodaca 


CHARLES F, GOLD, CHAIRMAN 
Commissioner of Insurance 
Raleigh, North Carolina 
JOE B., HUNT, VICE CHAIRMAN 
Insurance Commissioner 
Oklahoma City 5, Oklahoma 
Harvey G. Combs 

Alfred N. Premo 

J, Edwin Larson 

C. P. Thurman 

C, Lawrence Leggett 


A, J. Jensen 


William A, Sullivan 


(F) FEDERAL LIAISON COMMITTEE 
(NAIC Constitution ART. 6) 


Zone 6 CALIFORNIA 


Zone 4 WISCONSIN 


Zone 1 New Jersey 
Zone 2 Delaware 
Zone 3 Missouri 


Zone 5 New Mexico 


(Fl) FLOOD AND HURRICANE COMMITTEE 
(Special Committee 11/55) 
(Reports to Federal Liaison Committee) 


NORTH CAROLINA 


OKLAHOMA 


Arkansas 
Connecticut 
Florida 
Kentucky 
Missouri 
North Dakota 


Washington 
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(G) FIRE AND MARINE C 
(Standing Conmittee) 


C. JUDSON PEARSON, CHAIRMAN 
Insurance Corurissioner 
Charleston 5, West Virginia 
C. P. THURMAN, VICE CHAIRMAN 


Insurance Commissioner 
Frankfort, Kentucky 


Ross P, Duncan 
George Bushnell 
Kam Tai Lee 

Cyrus E. Magnusson 
Hartley F, Roberts 
John R. Long, Jr, 
William A. Harrison 
Alexander H, Miller 


Robert Adams 


WEST VIRGINIA 


KENTUCKY 


Alaska 
Arizona 
Hawaii 
Minnesota 
Rhode Island 
Tennessee 
Texas 


Vermont 


Wyoming 
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= (H) FRATERNAL INSURANCE COMMITTEE 
(Standing Committee) 


A) WILLIAM A. SULLIVAN, CHAIRMAN WASHINGTON 
Insurance Commissioner 


Olympia, Washington 


ALEXANDER H, MILLER, VICE CHAIRMAN VERMONT 
Camissioner of Insurance 
Yontpelier, Vermont 


Edmon L. Rinehart Alabama 

Harvey G. Combs Arkansas 

Harry S. Smith Delaware 

Alden C. Palmer Indiana 

¢, P, Thurman Kentucky 

Otis M. Whitney Massachusetts 

John J. Holmes Montana 

¥, Dean Musser Oregon 

Paul J. Rogan Wisconsin 
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(I) INSURANCE COVERING ALL INSTALLEy 


J. EDWIN LARSON, CHAIRMAN 
Insurance Commissioner 
Tallahassee, Florida 
THOMAS THACHER, VICE CHAIRMAN 
Superintendent of Insurance 
Albany 10, New York 

F, Britton McConnell 

Sam N. Beery 

Joseph S, Gerber 

C. P. Thurman 

William E. Grubbs 

Donald Knowlton 

Charles F,. Gold 


T. Nelson Parker 


Paul J. Rogan 


and Loans (12/56) 


Thomas Thacher, Chairman 
Charles F. Gold, Vice Chairman 


F, Britton McConnell 
Sam N, Beery 

J. Edwin Larson 
Joseph S. Gerber 


Joseph S. Gerber, Chairman 
C. P. Thurman, Vice Chairman 


J. Edwin Larson 
William E. Grubbs 
Donald Knowlton 
T. Nelson Parker 
Paul J. Rogan 


SALES AND LOANS COMMITTEE 
(Standing Committee 6/56) 


FLORIDA 


NEW YORK 


California 
Colorado 
Illinois 
Kentucky 
Nebraska 

New Hampshire 
North Carolina 
Virginia 


Wisconsin 


New York 
North Carolina 


California 
Colorado 
Florida 
Illinois 


Illinois 
Kentucky 


Florida 
Nebraska 

New Hampshire 
Virginia 
Wisconsin 


Revised 5/9/59 
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Bill Legislation (2/58) 


(Ji) Su 


(J2) Su 


(33) S 





THE INSURANCE INDUSTRY 2779 


(J) LAWS AND LEGISLATION COMMITTEE 
(Standing Committee) 


JOSEPH S. GERBER, CHAIRMAN ILLINOIS 
Director of Insurance 
Springfield, Illinois 


THOMAS THACHER, VICE CHAIRMAN NEW YORK 
Superintendent of Insurance 
Albany 10, New York 


Harvey G. Combs Arkansas 

F, Britton McConnell California 
Walter D. Davis Mississippi 
Donald Knowlton New Hampshire 
Edward A. Stowell Ohio 

T. Nelson Parker Virginia 


C, Judson Pearson 


West Virginia 


(jl) Subcommittee - Organization, Ownership and Certification of Insurance 


Companies (12/56) 
T. Nelson Parker, Chairman Virginia 
Harvey G. Combs Arkansas 
William E. Grubbs Nebraska 
Paul A. Hamel Nevada 


C. Judson Pearson 


West Virginia 


(J2) Subcommittee - To Study and Review Laws Necessary and Essential to 


Perfect the System of Regulation of the Business of 
Insurance by the Several States as Contemplated by the 
McCarren Act, and by Current Needs in the Public 


Interest (6/57) 


C, Judson Pearson, Chairman West Virginia 
F, Britton McConnell California 
Oliver P, Bennett Iowa 

Frank Blackford Michigan 
William E. Grubbs Nebraska 
Donald Knowlton New Hampshire 
Thomas Thacher New York 
Edward A, Stowell Ohio 

Francis R. Smith Pennsylvania 
T. Nelson Parker Virginia 


(33) Subcommittee ~ To Study and Review the Principle of Extra-Territoriality 


as Applied to State Laws and Their Application to the 
Regulation of the Business of Insurance (6/57) 


Francis R. Smith, Chairman Pennsylvania 
F, Britton McConnell California 
George F. Mahoney Maine 
Frank Blackford Michigan 
Thomas Thacher New York 
Edward A, Stowell Ohio 
5859-176 
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C. LAWKENCE LEGGETT, CHAIRMAN 
Superintement of Insurance 
Jefferson City, Missouri 
ALFRED N. PREMO, VICE CHAIRMAN 


Insurance Commissioner 
Hartford 15, Connecticut 


F, Britton McConnell 
J. Edwin Larson 
Joseph S. Gerber 
Alden C. Palmer 
Oliver P, Bennett 
Frank Sullivan 
Charles R, Howell 
Thomas Thacher 


Edward A. Stowell 
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(K) LIFE INSURANCE COMMITTEE 
(Standing Committee) 


MISSOURI 


CONNECTICUT 


California 
Florida 
Illinois 
Indiana 
Iowa 
Kansas 
New Jersey 
New York 


Ohio 


5859-177 


(m2) | 


(K2) | 


(K3) | 


(Kh) 


(K5) | 
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(m1) Subcommittee - To Study the Subject of Group Life (8/53) 
Charles R, Howell, Chairman New Jersey 


Harvey G. Combs Arkansas 

F. Britton McConnell California 

J. Edwin Larson Florida 

Leo O'Connell Idaho 

Otis M, Whitney Massachusetts 


(k2) Subcommittee - Commercial Pension Funds and Trusteed l/elfare Funds (3/55 


Thomas Thacher, Chairman New York 
Oliver P, Bennett Iowa 

Frank Sullivan Kansas 

¢. P. Thurman Kentucky 
Frank Blackford Michigan 
William A. Sullivan Washington 
Paul J. Rogan Wisconsin 


(K3) Subcommittee ~ Variable Annuities and Pension Plan Funding (6/55) 


Joseph S, Gerber, Chairman Illinois 
Otis M. Whitney Massachusetts 
William E. Grubbs Nebraska 
Charles R. Howell New Jersey 
Thomas Thacher New York 
Edward A. Stowell Ohio 

William A. Harrison Texas 


(K4) Subcommittee - To Study Use and Application of Minimum Group Life 


Insurance Rates Under Existing State Law (6/57) 


Francis R, Smith, Chairman Pennsylvania 
F, Britton McConnell California 
George F. Mahoney Maine 

Frank Blackford Michigan 
Thomas Thacher New York 
Edward A. Stowell Ohio 


(K5) Subcommittee - To Study Anti-twisting Laws and Problems Pertaining to 


Deceptive Sales Presentation of Special Forms of Policies 


(12/58) 
Joseph S. Gerber, Chairman Illinois 
Thomas Thacher New York 
Edward A, Stowell Ohio 
V. Dean Musser Oregon 
William A. Harrison Texas 


5859-178 
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FRANCIS R. SMITH, CHAIRMAN 
Insurance Commissioner 
Harrisburg, Pennsylvania 


ALDEN C. PALMER, VICE CHAIRMAN 
Commissioner of Insurance 
Indianapolis 4, Indiana 


Zack D. Cravey 
Joseph S. Gerber 
F, Douglass Sears 
Thomas Thacher 
Joe B, Hunt 


VY. Dean Musser 


F, Douglass Sears, Chairman 


Joseph S, Gerber 
Thomas Thacher 
Francis R. Smith 


Thomas Thacher, Chairman 


Frank Blackford 

William E, Grubbs 
Francis R. Smith 
C. Judson Pearson 





(L) NON-PROFIT HOSPITAL AND MEDICAL SERVICE 
ASS'NS, OR SIMILAR ORGANIZATIONS COMM?ng 
(Standing Committee) 


PENNSYLVANIA 


INDIANA 


Georgia 

Tllinois 
Maryland 
New York 
Oklahoma 


Oregon 


(Ll) Subcommittee - The Problem of Reimbursement Formula between Hospitals 
and Service Associations (9/56) 


Maryland 


Illinois 
New York 
Pennsylvania 


(L2) Subcommittee - To Study Greater Standardization of Blue Cross and 
Blue Shield Regulations (6/57) 


New York 


Michigan 
Nebraska 
Pennsylvania 
West Virginia 


5859-179 


(a) s 


(M2) § 
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(M) RATCS AND RATING ORGANIZATIONS COMMITTES 
(Standing Committee) 


C. LAWRENCE IEGGETT, CHAIRMAN MISSOURI 
Superintendent of Insurance 

Jefferson City, Missouri 

JOSEPH S. GERBER, VICE CHAIRMAN ILLINOIS 
Director of Insurance 

Springfield, Dlinois 

F. Britton McConnell California 
Frank Blackford Michigan 
William E. Grubbs Nebraska 
Charles R,. Howell New Jersey 
Thomas Thacher New York 
Edward A. Stowell Ohio 

Joe B. Hunt Oklahoma 
Francis R. Smith Pennsylvania 


(WL) Subcommittee - To Study Statistical, Rating, and Filing Problems of 
Multiple Line Contracts (6/56) 


Thomas Thacher, Chairman New York 

F, Britton McConnell California 
Charles R. Howell New Jersey 
Francis R. Smith Pennsylvania 


(M2) Subcommittee - Group Fire and Casualty Insurance (6/58) 


Oliver P, Bennett, Chairman Iowa 
Joseph S, Gerber Illinois 
William E, Grubbs Nebraska 


("3) Subcommittee - Automobile Rate Classifications (6/58) 


Francis R. Smith, Chairman Pennsylvania 
Frank Blackford Michigan 
Edward A, Stowell Ohio 


5&59~-180 








A. J. JENSEN, CHAIRMAN 
Commissioner of Insurance 
Bismarck, North Dakota 


RUFUS D. HAYES, VICE CHAIRMAN 


Cormissioner of Insurance 
Baton Rouge 4, Louisiana 


Edmon L, Rinehart 
Alfred N, Premo 
Harry S. Smith 
John J. Holmes 
Hartley F. Roberts 
D. E. Mitchell 
John R. Long, Jr. 
William A. Harrison 
Carl A. Hulbert 


Alexander H,. Miller 
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(N) UNAUTHORIZED INSURANCE COMMIT IER 
(Standing Committee) 


NORTH DAKOTA 


LOUISIANA 


Alabama 

Connecticut 

Delaware 

Montana 

Rhode Island 

South Dakota 

Tennessee 

Texas 

Utah (QL) Subc 


Verment 


5859-181 
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rR (0) VALUATION OF SECURITIES COMMITTEE 
(Standing Committee) 


WILLIAM A. SULLIVAN, CHAIRMAN WASHINGTON 

Insurance Commissioner 

Olympia, Washington 

FRANK SULLIVAN, VICE CHAIRMAN KANSAS 

Commissioner of Insurance 

Topeka, Kansas 

J. Edwin Larson Florida 

Joseph S, Gerber Tlinois 

Oliver P, Bennett Iowa 

Otis M. Whitney Massachusetts 

William E, Grubbs Nebraska 

Thoms Thacher New York 

Edward A. Stowell Ohio 

Francis R, Smith Pennsylvania 
(1) Subcommittee - Valuation of Securities 

Thomas Thacher, Chairman New York 

Joseph S. Gerber, Vice Chairman Illinois 

Otis M. Whitney Massachusetts 

William E. Grubbs Nebraska 

Charies Rk. howell New Jersey 


5859-182 
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(P) WORKMEN'S COMPENSATION COMMIT: 
(Standing Committee) 


C. P. THURMAN, CHAIRMAN KENTUCKY 
Insurance Commissioner 
Frankfort, Kentucky 


RALPH F. APODACA, VICE CHAIRMAN NEW MEXICO 
Superintendent of Insurance 

Santa Fe, New Mexico 

F. Britton McConnell California 
Alfred N. Premo Connecticut 
Kam Tai Lee Hawait 
George F. Mahoney Maine 
Walter D. Davis Mississippi 
Francis R. Smith Pennsylvanta 


D. E. Mitchell South Dakota 


William A. Harrison Texas 


(P1) Subcommittee-Workmen's Compensation Small Policy Economies (6/51) 
(Subcommittee of Workmen's Compensation Committee) 


Francis R. Smith, Chairman Pennsylvania 

Alfred N. Premo Connecticut 

J. Edwin Larson Florida 

Ralph F. Apodaca New Mexico 

Thomas Thacher New York 
5859-183 
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{For release on July 23, 1959] 


INTER-REGIONAL INSURANCE CONFERENCE, NEW YORK, N.Y. 


At a special meeting of the membership of Inter-Regional Insurance Confer- 
ence on July 16, 1959, unanimous approval Was given to a report of an Inter- 
Regional “Committee on Organization and Scope’ which proposes that, subject 
to concurrence by the interested governing committees and memberships, Inter- 
Regional physically consolidate with and assume all of the fire and allied lines 
advisory functions of the following organizations : ; Yah 

Pastern Underwriters Association; South-Eastern Underwriters Association ; 
western Underwriters Association; Board of Fire Underwriters of the Pacific ; 
Reporting Form Service Office ; W stern Actuarial Bureau . ’ : 

In addition, it was the expressed intention of the membership of Inter-Regional 
to consider a consolidation with Multi-Peril Insurance Conference at an appro- 
priate time ; é ; : 

The action taken by the membership of Inter-Regional Insuance Conference 
contemplates that Inter-Regional wiil retain all the fire and allied lines rate 
and form advisory functions of the several bodies and that as promptly as 

ssible other functions will be transferred to appropriate organizations. 

It is also intended that regional advisory committees will be appointed to 
provide proper reflection of the various regional viewpoints. 

This proposal reflects the desire of chief executives of the fire insurance 
industry to simplify the organizational structure of the industry in the interest 
of efficiency and economy. Such a step is felt to be in the public interest. 


AuGustT 25, 1959. 
Mr. ARTHUR F. BLUM, 
President, New York State Association of Insurance Agents, 
987 Beach 116th Street, 
Rockaway Park, N.Y. 


Ine. 


Deak Mr. Brum: Thank you for your letter of August 20, 1959, and the at- 
tached copy of the Merritt Committee report 

Please excuse the delay in not responding earlier to your letter of August 7, 
1959, but at that time this subcommittee was busily engaged in the hearings 
dealing with rates, State rate reguiation, and rating bureau activities. You 
may be assured that in accordance with your request, your letter of August 7, 
1959, will be made a part of the printed record of the hearings which have 
been conducted by this subcommittee. We shall also arrange to have the 
Merritt Committee report published in full as part of the appendix of these 
hearings. 

Very truly yours, 


DONALD P. McHuan, Counsel. 


NEW YorK STATE ASSOCIATION OF INSURANCE AGENTS, INC., 
Rockaway Park, N.Y., August 7, 1959. 
Senator EVERETT McKIniLey DIRKSEN. 
Senate Office Building, Washington, D.C. 


Deak SENATOR DIRKSEN: The daily newspapers and the trade press have been 
devoting considerable space to the investigation conducted by your committee con- 
cerning competitive ratemaking or the lack of it in our great industry. Our 
members, including the undersigned, have read extracts and reports of the testi- 
mony and statements made by attorneys, actuaries, company officials and others 
inconnection with this problem. 

Our association which numbers approximately 2,100 independent insurance 
agencies in New York State feels that perhaps a statement by the people who 
are closest to the millions of insurance buyers in our State might be of some 
help to your committee. Our members represent almost all of the various 
types of insurance companies carrying on business in our State with the 
exception of the direct writer companies. 

We are independent businessmen who operate varying sizes of insurance 
agencies throughout the State. Our system, the well known American agency 
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system, was developed during a century of our economic history, 
competition was the law of the land with the result that it w 
experience to be the most successful and most economical for 
of insurance. 


when free 
was found by 


the distribut 
: ‘ Itio, 
Any purchaser of insurance, small or large, can have an ; 


Cae : a 
all of his insurance requirements taken care of by any of our mesbhein “ 


Our 


members are all licensed by the State under the laws of the State of New York 


and are held to professional standards. 

Competition is prevalent in our business. There are the previously mentioned 
direct writers, both mutual and stock type; the mutual agency type; the inde. 
pendent rate filing type; the deviating rate filing type; the cooperative type: 
the reciprocal type; the mail-order type; the stock bureau companies who also 
operate in some cases along the lines of one or more of the immediately above 
mentioned types; the self-insuring type and finally on certain lines of insurance 
we have the State fund controlled by the State of New York. You are undoubt. 
edly familiar with the various methods of operation of these different type 
Insurance carriers. 

Our members are all subjected to a variety of competitive activities on the 
part of these companies presently and have been throughout the history of oy 
business. It seems to us that if the public preferred any of these other systems 
to ours we would have been forced out of business long ago or been compelled 
to change our methods of operation. The American agency system has stood 
the test of time and has withstood the economic forces that are at play in oy 
society. 

While there always has been and still is tremendous competition in oy 
industry, nevertheless, the very nature of the insurance contract makes jt 
necessary that the industry be regulated insofar as ratemaking is concerned, 
The insurance industry has been regulated by law in New York State for 
approximately a century. Unlike any other commercial contract insurance 
contemplates a payment of a premium to guard against a future fortuitous 
occurrence. The pooling of experience has been the only method yet devised by 
the mind of man to guarantee a rate which will not be excessive or inadequate, 
discriminatory or otherwise unreasonable. In order to compile statistics and 
record experience, rating bureaus are necessary. Rating bureaus invariably 
consider all of the experience within the State and also nationwide experience. 
Ideally, the greater the experience and the better the statistics, the sounder and 
the fairer will be the rate based thereon. The public press has recorded the 
testimony and the statements of direct writers, deviators and others who 
create the impression that the law of competition has been interfered with if 
they are not permitted to ignore past experience and to use rating organizations 
in any manner that suits their convenience. No one would object to direct 
writers or deviators from building a better rating system or even adding to 
the present rating system so as to get a broader base of experience on which 
to predicate rates. However, we would like to point out to the committee that 
these direct writers and deviators are themselves violators of the Federal law 
of unfair competition. These direct writers and deviators, instead of producing 
a better rating system, arbitrarily accept and use the experience and statistics 
of the rating bureaus and then, based on some future guess, make a filing of 
some percentage below that which experience has shown to be the proper filing. 

You of course will recognize these tactics for what they are, under Federal 
law, “loss leaders,” “fighting ships,” ete. 

While insurance is a regulated industry insofar as ratemaking is concerned 
in each of the States and in the District of Columbia, nevertheless, some of the 
direct writers are wholly owned and controlled by merchandising corporations 
who are not subject to the supervision of any insurance superintendent or de 
partment. The Federal Reserve Banking Act does not permit a bank to be 
controlled by a non-banking corporation. Many evils and unfair methods of 
competition follow control of a regulated industry by a nonregulated corporation. 

The purchasing power of the parent corporation can be used to influence the 
acquisition of business for the wholly owned subsidiary. Furthermore, the 
parent corporation is in a position to subsidize the wholly owned subsidiary in 
order to justify a lower rate for the purpose of obtaining business by an 
unfair competitive practice and after the business is obtained, canceling off as 
much of the business as the wholly owned subsidiary does not desire to retain 
thereby keeping the cream and thereafter seeking an increase in rates. In our 
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he direct writers make it a practice of filing cut rates in order to obtain 
ne d then after they have the business make a subsequent filing in- 
See the rate. It is submitted that ratemaking should not be dictated by 
=~ e the sales department but rather should be treated as a science and 
- —m eold statistics and experience. aoe | , 
— 4 tire history of the insurance business has been that it is absolutely 
aptial that ‘rates be based on experience and statistics and that all persons 
ks the business pool their experience in order to determine the proper 
engesen dinate private abuses that might result, ratemaking has been made 
oe Fur State supervision. However, from time immemorial it has never 
~~ sidered good insurance practice nor has it within the last century been 
aad acted in our State, for a corporation engaged in the insurance business to 
oe sets rates which it desires. Irrespective of how enticing such a practice 
max ™ “ 4 or ve ori -e hi always shown that inadequate rates resulted 
might appear, bitter experience has alway 
me iree that the Federal law of commerce encourages competition but it is 
P . cently true that the Federal law of commerce condemns unfair or illegal 
Tl tee gesociation can be of any help to your committee, we sincerely offer 
our services 
mee ee ARTHUR F. Bium, President 
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New York State Association of 


ge) INSURANCE AGENTS te. 


OFFICE OF PR ENT 
ARTHUR F. BLUM 
237 BEACH 116TH ST 


ROCKAWAY PARK N 








August 20, 1959 : 


Honorable Donald P, McHugh 

Counsel Committee on Anti-Trust and Monopolies 
Senate Office Building 

Washington, D. C. 


Dear Mr. McHugh: 


Last week I directed a letter to you in connection with the 
hearings currently being held concerning the Insurance Industry. 


As a supplement to my letter and for your interest, I am 
pleased to enclose a copy of the Merritt Committee Report, made to 
the New York State Legislature on February 1, 1911. You will find 
this report most timely because of your current hearings and I trust 
that it will be of some assistance to you in your deliberations. 


Our association respectfully requests that the letter we sent 
you be made a part of the official record of your hearing. 


Sincerely yours, 


yy ? 
os / 


LL ne Fs S- Cc 


AFB :1B ARTHUR F, BLUM 
Encl, President 


Cw 


AN ASSOCIATION FOR THE PROTECTION OF FIRE, CASUALTY AND SURETY AGENTS 
SUPPORTING RIGHT PRINCIPLES, AND OPPOSING BAD PRACTICES IN THE INSURANCE BUSINESS 


lsara 
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MERRITT COMMITTEE REPORT 
Reproduced by 
NEW YORK STATE ASSOCLATION 
of INSURANCE AGENTS 





NEW YORK STATE 


ARTHUR L. SCHWAB 
6 VenDuzer Street 
Staten island, N. Y 

Telephone Gibralter 7-7000 


73) James Street, Syracuse 3, N.Y 





The Merritt Committee Report made to the Legislature in New York State February 
1, 1911 is so pertinent todey in its study of the fire insurance business and par 
ticularly rate waking and rating organizations that we are reproducing this report. 
The Merritt Comittee also studied some corrupt practices not connected with the 
insurance business and we hive deleted that part of the report, 


State of New York 


No. 30 


IN ASSEMSLY 


February 1, 1911. 





: 


OF THE JOINT COMMITIIE OF THE SENATE AND ASSEMBLY OF THE STATE OF NEW YORK, 
APPOIRTED TO INVESTIGATE COFRUPT PRACTICES IN CONNECTICN WITH LEGISLATION, AND THE 
‘AIRS OF INSURANCE COMPANIES, OTHER THAN THOSE DOING LIFE INSURANCE BUSINESS. 


5 


To the Senate and Assembly: 


The Joint Committee of the Senate and Assembly, appointed pursuant to a con- 
current resolution adopted the 24th day of May, 1910, submit the following report: 


The resolution directed the Comnittce 


"To investigate as spcedily as possible, all corruption and corrupt practices 
shown to exist by the evidence of the recent investigation had before the Senate 
of the state of New York; all matters indicating corrupt practices in connection 
with legislation which have developed in the recent investigation conducted by 
the Superintendent of Insurance; the business methods, operation, management, 
euparvision and control of all insurance companies other than those doing life 
ipewrance business, including fire insurance exchanges and state lecal beards 
of fire underwriters and the relations of such companies, exchanges and boards 
with legislation, including industrial life insurance; any specific charge, veri- 





“waved Tow Pieste 


‘Seventy-Seven Years Insurance Service to the Public, the Agents and their Companies” 








i 
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fied uso. knowledge of corrupt practices o¢ official miscénéect in connectioa 
with legislation or the legislature, or with any matter or proceeding before ang 
state department, board, body or officer; and any other matters pertaining to 
the coaduct of the bustness of the state'and. its officers which, in. the judgment 
of the committee, warrants Lavestigation, to the end that such remedial 

lation may be enacted or ehanged ox method in the conduct of public business may 
be adopted as will prevent a recurrence of any abuse or evils disclosed." 


The Committee organized on the 8th day of July, 1910, and selected HON, EDWIE A, 
MERRITT. Jr., Chairman; Ron, Alexander Brough, Vice-Chairman; Walter B, Moses, 
Secretary; Cherles 2, Hotaling, Sergeant-at-Arme; George M, Shotwell, Officie) 
Stenographer; and cmployed M. Linn Bruce, as Counselein-Chief, and subsequcat ly 
Aifred Burreli and isidor J, Kresol were retained as Assistant Counsel; Prof, 
Albert W. Whitney, as Actuary, end L, H. Conant and Mervyn Scudder, as Accountants, 


Tt began its hearings on Septawber 27, 1910, and closed them on Januaty 6, 1911, 
holding during this period prbiie sessions on forty-two days, et which testinony 
was taken, Those sessions wera all held at the City Hall in the city of New York, 
except ths session of October 21, 1910, which was held at the Stste prison, at 
Ossining, for the purpese of cazamining a witness confined in that institution, Ong 
hundred aad eighty-four witnesseswere called beforcs the Committee ard examined and 
5,506 pages cf oral avidence and 1,500 pages of docwestary evidence received, 


The Committee endeavored to take up the subjects which ic was directed to fiewee- 
tigate, ia the order is which they were sat forth in the resolution, Sut found it 
fapossible to adhere at all tines strictly to this ordsr on account of the absence 
of witnesses. 


Although its work vos arévous and continuous, “t was found impossible to teke 
wp all the subjects maontioned in the resolution, 


In considering the subject of insurance, the Camnittee was compelled, fer lack 
cf tine, to confine its iarestigation te fire insurance, incleding fire imsurance 
exchanges end beourds ef wuaderwriters, Moreover, in relation to the audject of 
industrial insureace the Committee was advised thut the Superintendent of Insurance 
had the subject wader investigation and weuld report cthareoca, 


fo definite and substantial charge, verified upon knowledge of corrupt practices 
or official wisconduct in ccumection with legislation or the Legislature or with 
esy matter or proceeding bcfore any state department, board, body or officer was 
filed vith the Committce. 


A digest or detail of the testimony taken canact be included within the limits 
of this report. The Ccmmittes, howaver, here endeavors to set forth tha salient 
facts established by the evictence ia coarectioa with the different subjects of 
faquiry, to wit: 

lL, Mattars inéicating corrupt practices in conasction with legislation developed 
ia an investigation conducted by the Surerintendant of Insurance dcriug the spring 
of 1920, 

2, Corruption and corrupt practices shown to czist by the evidence in the ia- 
vestigation bad hy the Senate during the regular session of 1910, 

3, Allegations of corrupt prectices in connection with legi‘latiocn relating to 
payzont by the state of 2 beet sugar bounty. 

4. Allegetions of corrupt: practices im commection with the auti-rtace track 
gombling bills daring the reqilar cad special sessions of the icgislature of 1908, 

5. Allegatioas of cerrupt practices in connection with amendneni:s to the Agric 
cultural Laz, with referonca to citk, during the session ef 1909, 
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6 The Business methods, eperation, raragement, supervision and control ef fire 
insurance COBPANt<s, exchanges ard stete and lecal boards of fire underwriters, 


yori:- Pages 6 through 22 of original report, dealing with corxsupt practices has 
peen deleted from this report. 


FIRE LNSURANCE 
Part I 
INERODUCTION and GENERAL OUTLINE of the BUS IWESS 
Introduction. 


The investigation which was made by the Superintendent of Insurance in the spring 
ef 1910 concerning the legislative activities of fire {nsurance companies breught 
iato prominence the fact thas the companies were strongly against certain bills which 
gre proposed at neatly every session of the Legislature; these are commonly known 
a5 “gati-compact” and “valuei policy" bills. 


When this Committee was created by the Legislature and directed, among other 
things, to iuvestigate the subject of fire insurance it was very largely in the 
booe that theve questions cozid be thoroughly studied and that cunciusive grounds 
culd be found either for passing such measures or for rejecting then, 


Both for this veason and secause of the great importonce of fire insurance to 


eitisess of all classes your Committee gave a great deal of careful attention to 
this side of the inquiry, 


fhe public hearings on fire insurance began on the 22rd day of November 1910, 

god ended op the 6th day of Jamary, 1911, Altogether, 117 witnesses were cnamined, 
representing al) the interests involved,-the premium payers-the insured, officers 
wd managers of companies, @otual fire insurance underwriters, managers of rating 
bureaus, expert raters, adjusters, statisticians, lecal agents, brokers, iuterin- 
grers, attoraeys~in~fect fer Lloyds, New York State Insurance Departwent: officials, 
insarence commissioners of other states, fire department officials, officers and 
sabere of fire prevencion asscciations, merchants, efficers of trade organizations 
wi cthers. Leading wen in their special lines the country over were examined and 
conditions in Mew York state were thus compared with those existing im Massachusetts, 
thede Island, Pennsylvania, Chico, Illinois, Missouri, Wisconsin, Texas and Michigan. 


In considering the proper scope of this inquiry the Committee first satisfied 
itself that the Superiutandert of Insurance and his corps of oxamiuers had brought 
before the public al) matters porteining to fire insvrance legislation, which gave 
evidence of or tended to estcblish any improper attitude on the part of the con- 
paales toward icgislation. The record of the testimony taken before the Superinten: 
dent of Insurance is voluminous aud shows that this phase of the question vas treeted 
ahaustively, it was, therefore, deemed of more public importance to direct the 
Committee's inquiry toward the economic problems of the business. 


It may be said at the wotset that the subject of fire insurance differs from that 
of life imsurance, concernicg which an exhaustive legisletiva investigation has bean 
hed in recent years, in one very important particuler, In life insurancs, because 
of the fact that the contract stretches over a great aumber of years and that the 
ptresiums in the early years of the policy must be largely laid aside ageinst the 
later years, it is necessary to collect a very large reserve, The records of the 
Issurance Department show that in each of the three large New York life insurance 
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corporations the reserve amounts to more than four hundred mtilion doltore. In 
fire insurance, hovever, es the contract ig made from year to year. or at any rate 
for a very short term, the eitire reserve is small in comnparissn, amounting on a}} 
of the 16:5 stock companies doing business in this state to only ebout two hundred 
and thirty-three million dollars - hardly more than half the reserve of a Single 
one of the life insurance cospentes. The tewntation to use the large fonds at ity 
disposal in a questionable miner, which was shown to have been, at the time of the 
investigation, one of the weak points in the system of life insurance, does not ex: 
ist im fire insurance, for the reason that the large funds €o not exist, 


The Committee, recognizing the technical character cf the subject and the desir. 
ability that it should be presented in a logical and cousecctive manner, attempted 


so far as it was possible, to take up its details according to the following plea: 


3 


The companies and their relation to the State--State supervizion, 

Statistics regarding the amount and character of the fire insurance businegs, 

The organisations among the companies. 

The principles involved in the furnishing of fire insurance indenmity, 

The interior organization of e company~-its officers and agets. 

The actual detailed work of a company~--getting and dciag busiress, 

The settlement of losses~adjusting, 

The theory of rating. 

Rating organizaticns, 

The Mew York Fire Insuram:e Bxchange. 

The Suburban Fire Insurance Exchange. 

The Underwriters’ Association of New York State--the Upstate Association, 

Pactory Mutual Insurance Companies. 

Miscellaneous Mutval [ncuance Companies. 

Towa and County Co-operative Insurance Companies. 

Interinsurance Associations. 

Lloyds. 

Local agents and their problems--the expense problem. 

Brokers. 

Complaints by the insured and the answers therete by the companies, 

Fire prevention. 

The problems cf the business, co far as they concern the State, are mostly in 
regard to the so-called stock fire insurance companies, and not only that but they 
are largely concerned with the subject of rating end expense. In this report the 
discussion of the watters concerning which testimony wes received will be made to 
center around these problems, In Part I ef this report will be given en outline 
of the business and in Part {I a more careful analysis of the problems involved, 


EXTENT of the BUSINESS. 


It is impossible to know exactly the aagnitude of the fire insurance business, 
The following figures, however, are suggestive: 

One hundred and sixty-thr:e stock companies, licensed to do business in this 
state, had risks io the Unitsd States on December 31, 1903, aggregating over forty 
billions of dollars; on thesz, during 1909, they recaived net premiums amounting 
to about two hundred and sevanty~ome millions of dollars. 


Besides these companies there are other stock companies, not admitted to this 
state, mutual companies, interinsurers end Lloyds, which mst bring the total sscut 
st risk in this coustry well up toward fifty billions of dollers. 
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ad 


DIPCRTANCE of VIR INSURANCE 


The importarca of the business cf fire insurance can be taf ed fr the faet 
thet the annual fire toss of this country is in the neignborhoed of twe hundred aad 
fifty willions of dollars~~a cestreetion equivalent, in relation to the building 
operations of the country, cv a destruction of onc house out of about every four 


thet are builc, Fire insur ance is an agency for distributing this loss over the 
ghole comunity, 60 chat it shail not deal a crushing blev to those who have suf- 
fered. fhe importance cf insurence has, however, gone far b syond the point of 

being simply 2 system of distributing loss; it is quite as important becsuse of 

its potential indemnity, that is, because of the state of security which it produces 


te ie readily recoguived that teday the financial operaticns of the world are 
on a basis of credit. A paralysis of credit produces disastrous results, im panics 
and financial depressions The credit system, however, is founded on the instite- 
tion Of insurance; wi theut insurance it would be fmpossible to ret a tosan on e car- 

of wheat or to mortgage a house or for 2 retailer to buy cn tim: payment a bill 
of goods from a wholesale merchant, Insurance ie the foundation of the modern 
eredit system, and by just so much as the welfare of society is founded on the 
free operation of credit by co much is the institution of insurance of importance 
to the peblic, quite aside from ite valve in actually distribvting loss, 


CRGANIZATICN and ADMISSION of TRSURANC® COMPANLES. 


fbo Insurance Law of the state of New York provides for the crganization ina 
this state, or the admission from other states or countries, of several clsesece 
ef insurance organizations, 


First. So-called stcck companies. These are corporations organlaed te do the 
besiness of fire iusuranmce. Such a company of this state, te be organized, or of 
other states, to be admittec, must have a capital of at least $200,900 and a sur- 
plus equal to at laast 50 psc cent, of the capitel 


There were on December 31, 1909, 44 such compan‘’es of New York state. baving a 
tetel amount at risk of about eleven end one-half dililicns of dollars, There were 
8 companies of othe: states, having a total amount at risk of about eighteen 
billions of doliars 


The 132 stock companies doing business in this state had risks the covntry over 
aggregating twenty-nine ard one-half billions of dollars, net premivs receipts ie 
1909 of about two hundred weil’ions of dollars, an aggregate capital vf about eixzty- 
sinc millions of dollars, end aggregate assets of atout four hundred and siz aillions 
of doliars., 


Bacond, United States brauchee of foreign companies, Such companies are required 
to have $200,000 deposited with State Insurance Departwents, end $300,000 in the 
hands of trustece in the United States. 


There were on Dacambor > 1909. thirty-one such companies admitted te do bust 
mesg in thie state. Their aggregate emourt at risk was tea and ove half billions 
of dollars, their net premiewn receipts in 1909 about seventy-one millions of dollers, 
their total essets about ore headrad and seven millions of dollars 


Third, On Decexber 31, 1909, there were five mutual cowpanies cf thie state with 
am aggregate amount at risk of about twenty-four millions of dollars and aggregate 
essets of about six hundred and sixty-five chousand dollars. There were two sutual 


companies of other states with an aggregate amount at risk of one hurdred and forty- 
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five millions of dollars and aggregate assets of about two and sne~-half millicng 
of dollars. 


There are at present about 175 town and county ceoperativa companies of this 
state, The total amount at risk is not obtainable at present; officers of two 
coupanies who appeared as witnesses before the Committee testified that their com 
panies had total risks respectively of seven million collars and fifteen milligg 
dollars. 


Fourth, The state today permits such Lloyds and interinsurance aascciations 
as were organized prior to October 1892, to do business upon certain conditions 
epecified in article 10 of the Insurance Law, In genera! it may be said that con 
ditions governing these bodies of insurers are similar to those governing stock 
companies, with the exception that no capital stock or guarantee fund beyond the 
unearned premium reserve ic required. 


The Depercment has recognized seventeen Lloyds associaticns; on December 31, 
1909, these had aggregate risks of one hundred aad fifty-two millions of dollars, 
The etate has recognized three iaterinsurance associations; on December 31, 1909, 
these had aggregate risks of one hundred and forty-seven millions of dollare, 


While theze are sll the fire insurance organizations which sre expressly Tecog 
nized by this state, it shozld be added that there is a conciderable amount of 
insurence which is placed with foreign Lloyds and stock coupanics, not admitted to 
this state, and with the fectory mutual companies. 


Ia addition to the conditions elready mentioned the state requires the companies 
te maintain funds sufficient to cover the unearned portion of the premiums it hes 
received cn outstanding business, The purpose of this unearned premium reserve, 
as it fe called, is threefold: first, to make it possible to pay policy-holders 
what is due them chowld they desire to cancel their policies; second, to secure 
for the company a sufficient fund to reinsure ite besiress with another company 
if that should be desirable; and, third, to protect a company against: expected 
losses, 


The Superintendent of Irourance is required, as part of the work of seeing 
that the companies ere solvent end otherwise within the requirements of the law, 
to cali for en ennual firascial statement from each of the companies and associae 
tions that are recognized ty the Department, aed he is cirected to examine the 
affairs of each company in detail from time to time or es occasion domaads, 


ORGANIZATIONS AMONG the COMPARIES. 


The stock fire insurance companies, while they are in iatense competition with 
each other, have found it desirable to do auch of their work chrough organisation 
emong themselves. 


THE HE/'LOHAL BOARD of FIRE UNDERWRITERS . 


In point of territery covered the greatest of thase is the National Board of 
Fire Usderwritere, The membership of this eubraces 124 of the leading companies, 
It hag been in existence since 1866; in its early years it endeavored to fix both 
rates and commissions for ‘:he whole cf the United States, but this work proved 
impracticable end was abamioned, Its principal function today is educational, ab 
theugh to « certaia extent it exerts a general influence toward uniformity and 
better practices im the business, It is the repraeantative body which acts for 
the underwriters in matter: of general tgpcrtauce to the Gompanies and the public. 
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1 Board wes represented, for instance, at the Joint Conscrvation Confer- 
in Washington in 1908 and at the National Conservation Congress in St, Paul 
ip 1910; at both meetings the board presented through special committees addresses 
a the sudject of fire-weste, 


the board, through a corps of engineers, carries ce an extensive work in making 
surveys of the conflagration hazard in cities, A report is issued on each city 
garveyed; this report is a basis for intelligent work in the betterwent of conditions. 


The board, after an extensive study of the subject, has prepared a model build- 
code; the adoption of this code is urged upom cities and the board is prepared - 
te cooperate further by furnishing expert advice along these lines. 


the board prepares statistics of fire loss and the causes of fires. 


It ig in close touch with the National Pire Protection Association and the Under- 
’ Laboratories and issues a greot aveber of pamphiets, based on the work of 
these organizations as well as om the work of ite own engineers, on the construc- 
tien and installation ef devices of a protective or hazardous nature; these pam- 
plete are given a wide circulaticn. 


It can be eaid that the work of the Bational Board is in the highest degree 
polic epirited and its activities are to be highly coumended, 


THE NEW YORK BOARD of FIRE UNDERWRITERS, 


the New York Board of Fire Underwriters is an incorporated body; its members 
ge the managers and agents of companics deing business in New York city. It 
urries on somewhat the same kind of work as the National Soard, but its field of 
geration is confined to New York city. 


It eakeo surveys of risks, promulgates standards of construction end equipment, 
gi perticularly of electrical equipment; it investigates important fires, it main- 
a bureau of fire patrol, whose function ie to protect and save property in 
of fire; it mafatains ae bureau cf adjustments which settles losses on which 
wveral companies are involved; it interests itself in meetters concerning water 
mpply, the fire department, the fire alarm service, and the origin of fires. The 
yard is represented by a delegate to the board of examiners of the building de- 


THE MEW YORK FIRE INSURANCE EXCHANGE, 


the New York Fire Insurance Exchange is an unincorporated body; it was organised 
{so 1899; it comprises im its membership officers of local fire insurance ccnpenies 
and head agente of out-of-town companies. Practically all the com 
ted to this state which do business im Mew York city are represented 


the area of operation of the Exchenge is the so-called metropolitan district, 
o@ gubstantially the present city of Hew York exclusive of its suburban or out- 
lying portions; im other words, the borough of Manhattan, that part of the borough 
of the Bronx lying west of the Bromx river, the berough cf Brooklyn, Long Island 
(ity im the borough cf Queens, and the Americam Dock Stores and piers in the bor- 
ag of Richmond . 
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Brokers’ Pledge, Class I. ~ Im consideration of the ccamissions or brokerages 
at the curreet rate that may be fixed and established for the time being by, and 
to be paid by members of, the "lew York Fire Insurance kxchange, I hereby promise 
and agree that I will wot, directly or indirectly, waka any rebate to the assured 
mor directly or indirectly pay to or divide with any person not holding a broker's 
certificate, amy commissica or brokerage, sor will I receive from eny company or 
agent, directly or indirectly, amy remuneration for besiness placed with thee is 
excess of that permitted by the rules of the Exchange. 


Brokere’ Pledge, Class II. - Im consideration of the payment to be made to as 
of an additional 5 per cent to the commissions or brctke:ages as provided for is 
broker's pledge, Class I, signed by we, I hereby promise aad agres in addition to 
said pledge, that in placing imsurance, I will give the prefereace to the meubers 
of the Mew York Fire Insurance Exchange, aed that I will sot place any risk with 
those not. members unless I camnct secure sufficient insutarce on such risks free 
members of the Exchange, in which case I agree to file with the secretary of the 
Exchange, withia one week of so placing, a list ef such owtside company or cca- 
panies in which seme has been placed, with the meme of the assured, location of 
risk end the emowat of insw:ance giver then. 


About 7,500 brokers are at present certificated by the Exchange; the fee for the 
certificate is $10. bout five-sixths of the buildings in the territory of the 
Exchange are givon siniwum, that is, non-echedule, rates according to the nature 
of the occupancy; these in general are the so-called "praferred riske.” The re- 
maining 50,000 buildings, comprising mercantile, manufacturing and other general 
haserds, are rated specifically, or by “schedule;" that is, the rate is built up 
for each building or stock by a detailed analysis of the hazard. The general subd 
ject of schedule rating will be treated in Part II of this report. 


4m addition to the rate as otherwise determined may te made as a charge for 
lecal cosditions, such fer instance as bad streets cr duficient water supply, or 
am addition such as the "San Framcisco Advance” uade in 1906 in order that the 
companies might recoup thenselves after the Sen Prasci:co conflagratics. 
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tn Part If of this report the subjects of rating, commissions and brokers will 
be discussed in detail; this discussion will apply to the New York Fire Insurance 
3 further observations on the subject of the Exchange will be found is 
pert IIT among the recoamendations, 


TRE SUBURBAN FIRE INSURANCE EXCHANGE, 


fhe Suburban Fire Iusurance Exchange is an unincorporated association of com- 
3ite purpose is to control prewium ratcs and commissions to agents aud brokers. 
Its territory consists of Westchester county, Putnem County, KockYaad county, Kich-—— 
pond county, the porticn of the borcugh cf the Bronx east of the Brouz river and 
sil of Leng Island outside the borough of Brooklyn. 


The Exchange was founded im 1907; prior to that, since 1900 there had been iu 
this territory a period of open competition. The membership of the Exchange com 
prises about 140 companies; not all the companies writing in this territory are 
gember's of the Exchange 


fhe Suburban Exchange is modeled on the New York Fire Insurance Buchange The 
two pledges required cf brokers are the same that are required by the New York Bx- 
. The Suburban Excharse allows all local agents a 20 per cent, commission; 
prokers who have signed the first pledge are allowed 5 per cent, commission, and 
these who have signed both pledges are allowed 10 per cent, commission, 


gbout 145,000 risks, estimated to represent about 75 per cent, cf the premium 
in suburban territory, are rated under a system cf minimum classificatior 
wich in effect is a very simple form of schedule rating. The remainiog risks 
dost 5,000 in muamber, fn general are rated by schedule, 


i 


THE UNDERWRITERS’ ASSOCIATION OF NEY YORK STATE 


the Underwriters’ Association of Bew York State is an uaincorporated associatioca 
of the special ageuts, or fieldmen, of fire insurance companies; its headquarters 
{s Syracuse; ito territory consiste of all the counties north of Putnam and West- 
dester, excepting the cities of Buffale and Tonawanda. The zsseciation has 124 
gabers representing cighty-four companics; it was founded in 1384, 


The object of the acsociction is the making and concrol of premium rates, the 
prmotion Of cooperation among fleldmen and of good practices in the business 


The local boards of enderwriters, composed of local agents are under the super 
vision of the State Association, The local sgents of the companies that are repre- 
mated in the aesociation are forced to belong to these local boards and in joining 
they agree to waietain the association rates, Most of the agents’ daily repert 
sheets pass through the haads of the association's etsmping clerks who verify the 
wrrectmess of the rate and see that the preper forms have been used, The associa- 
ties im thie way is able to kuow whether or avt the rates are being waintained. 


the same plan of local beards and stamping clerks is followed by the Suburban Asso- 
elation, 


the rates of che State Association are largely made by schedule although dwell- 
ings are for the most part on a tariff of mimimm rates, The State Association 
does not concern itself with the subject of commissions. 
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THE BUFFALO ASSOCIATION OF FIRE UNDERWRITERS . 


The Buffalo Association of Fire Underwriters is an incorporated body composes 
of local ageate of Buffalo and Tonawanda; its purpose is to make and maietais Tates 
amd to improve local practices in underwriting; it has about seventy members; most 
of the companies doing business in its terxitory are represented in the asgocigt; 


The agents’ daily report sheets are reviewod by a stamping clerk, for the pur- 
pose of correcting errors in rates and forms and detecting whether the rate 
been observed. An agent who does not observe the tariff rate is disciplined, ty 
tating is done largely by schedule. Brokere are certificated by the Buffalo Bogrg 
and their rates of commissions are fixed, They are required to sign a pledge aot 
to rebate and mot to place risks with agents who are not members of the associa. 
tier cot with brokers who do net hold certificates. 


The four organizations here named are the only rating bodies that operate is 
Hew York otate, The importaat questicas in the subject of rating and combinatics 
concern all four alike and will be discussed im Part IZ of this report, 


It will be observed that there are some companies which do mot belong to the 
rating organizations. These are called non-Board compauies. The cama 
hewever, may be a Board company is one part of the country end non-Boord in another 
im Rew York city only do the companies all beleng to the Exchange, ; 


It is mot mecessary to mame in detail the organizations which make rates is the 
rest of the country, as they are in general similar to those already described, 
In certain states, however, notably the so-called "anti-ccmpact™ states vhere or 
ganizations of the companies for making or maintaining rates have beer prohibited 
by law, the rating ic done ty a “rater” who has no comnection with the companies; 
he makes so-called “advisory” rates end selis them te the companies, 


THE EASTERN UNION end KESTERE UNION, 


It has beem seen that the New York Exchange and the Suburban Euchang ’ 
commissions to agents. owever, commissions are reguiated by asse- 
c of companies d for this special purpose; the casters part of ¢ 

" 0 Yen 4 s 
diction over Midd. 
‘art II of this report, 





THE INYERIOR ORGANIZATION of a COMPANY. 
The duties of the officers and directors of an issurauce company are much the 


same ae those of any other corporation, The territory over which a company operates 


it ie customary either to have several Departuents with calaried 
to put the business in certain fields iuto the hands of general 
id a comission, 


person who comes into direct contact with the iasured is the local agest, 
The lecal agent is paid a commission by the companies; usually a auber of con- 
panies are represented by the came ageat. Most companies employ in additica 
ealaried men called special agents to look after their interests, A special class 


ad 
of persons called edjusters are employed by the companies to settle losses, 
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THE WORK of an INSURANCE OFFICE, 


When oa application for a policy is reccived by an agent he should take steps 
satisfy himself that the risk is a desirable one, He then writes the policy 
. seads a Baily Report shect to the company advising thew of the details of the 
“an that he has written. Zf the company thinks the rick is undesirable the agent 
is directed to cancel the pelicy, The companies are aided in kecping track of 
cheir risks by very carefully prepared detailed maps. Frequently a compaazy is um 
yilliag to assume the whole risk and part of it is “reinsured” ia another company; 
for this purpese some of the companies have “treaties” with foreign companies which 
do ao direct business, A policy can be cancelled op the initiative of either party. 


In case of a small loss the adjustment is often made by the local agent or a 
special agent. I: the less is large a special adjuster is sent out. If several 
companies are iavolved cn the same risk the adjustment is oftem made for all to- 
gether through an adjustment bureau. 


PART II. 


AR AHALYSIS, BASED UPON EVIDENCE RECEIVED, 
OF THE PROBLEMS OF FIRZ INSURANCE. 


GENERAL WOTIOES. 


Ia the concluding part of this report will be found the recommendations which 
Comittee is prepared to present, The testimony talen, however, shows that 

the subject of fire insurance is so technical, the probicms are so far-reaching, 
that it has been thought necessary to preface these recommendations by « careful 
malysis of the questions involved, The present Pert is deveted to this enalysis; 
wile, for the sake of simplicity, am informal style of treatment has been adopted, 
it should be understood thet the discussioa is based very strictly upon the testi- 
say which has been developed before your Committe. 


As rating ic the fuadamental problem of fire insurance, other parts of the sub 
ject have beer diecussed, not in the order in which the testimony wes developed, 
but 0 a8 best to cuit the treatment of this particular question. 


There are a few general ideas which it seems to the Committee should be once 
for all stated before going on to the consideration of the nore immediately prac- 
tical problems of the busieess. 






Iegurance is one of several methods fer relieving misfortune. The s 
these contr cas; but there are only a few steps free 4 
to the most elaborate Tor of insurance, Even here the fundamental prieciple of 


Inmsgcs Io present: the contribution of the many to belp bear the slefertess of 
ew. 





The transition from benevolence to the simplest form of insurance comes when 
these who are exposed to 4 possible misfortune agree beforehand that they will com- 
tribete if the misfortune should occur. The fact that, when the agreement is made, 
it ie met known who the unfortumate one will be briags this plar down to a besis 
of self-imterest. It is thie form of incurance which is found im assesement (life 
(sgutance) societies, amd among the town arzd county cooperative (fire insurance) 
societies, 
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A further step coasists im collecting the premiun ia ievance, ibis is a more 
significant step than is at first realized, The lcsses Lave not yet occurred, and 
may mever occur, On what basis then can the charges be madc? Only on the basis 
of the law of general average, that is, that, in the long run and in the ASS, even 
apparently fortuitous events do heppea in am orderly and definite manzer, 


But this makes it necessary that the mumber of those who euter such aa egreenent 
ahall be large, that there may be a broad enough basis for an average, Pur 
it eecessitates a very careful determiaation of what the pramium should be, and this 
can be only om the basis of a similar past experience, This step then hay 
the necessity for “rating,” that is for the determinaticn of the 8o~called"hazard," 


This is the form of incuramce which is carried on in peneral by sutual 
The mutual] fire insurance companies protect themseives, however, against a possible 
insufficiency in the premiums by the right te assess. 


° 


The next step consists in deimg away with e mutual agreement and the eubstitutiog 
of a third party who, im the capacity of middleman, collects the premiums and 
the lesses, It is customary, furthermore, for this third party to guarantee the 
payment of the losses so that the policy holders are thereby relieved of all pep 
sibility of future ascsesenents, 


This fimal plea is the exact form of the so-called steck fire insurance, The 
third party that collects the premiums and guaramtees to pay the losses is a cor- 
peratioa created for this purpose and known as « stock fire insurance conpaay, 


Frem this poiat of view the transaction may be viewed as a sale of a quasi-cop 
wmodity, semely, indemnity in case of loss; the grecexy se!ls flour, the fasurance 
company sells indemnity. For certain purposes this is a valid poiut of view, bat 
it must mot be allowed to obscure the fact that the business, evea im this fore, 
is essentially mutual, The besiness could not ean fcr a day if there were aot 
this mass of the iasured, even though held together only by ecowomic forces, yet 
ae truly standiag behind the company as though they were still united by a mutual 
agreaent. 


Fer iemediately practical purposes and for legal purposes, the relation between 
iasurer and insured way be thought of as simple ead direct but in an inquiry such 
as the present, invelviag the public as a whole, aad ievolving the future as well 
as the present, the important questions ere economic rather thaa legal; o¢ better 
sound laws can be founded only om a study of fundamental, ecomowic conditioss, and 
for fasurance this cam be attained caly by comstently beuring in mind the essentially 
mutual character of the busiuess, 


Insurance wen refer te this fact when they speak of insurance as a tax, weaning 
by this omly that to pay the fire losses of « commmity it is necessary te collect 


all this money (and enough more to pay the expenses of the business) from the is- 
sured, and that the company acts only as collector and distributor. 


It seems alncet from this to draw the additicaal ote Te CaGMEY Tike 
company in the loug tun can pay cut only what (t collect; yat thie le c 7 
“GGGut of, —Svew aucug (tell (gaat people Chore (oa feeling that wisn a insatance 
eueny raise 10h meat of If, anf that, theiufore, Io sess uyateriew 






The payment of premiues ig forgotten ia the payment of the loss. It is this 
failure to balance the many against the few, the public ageinst the iadivideal, 
the long view against the short view, that leads to eo many popular fallacies; but 
fe ouch an imguixy as the preseat it is the public and the loag view which aust be 


giver precedence. 





Feaae. 


Bag. 
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The contingency upon which the payment is made is a loss by the insured. There 
ig no inherent reason, however, why this cortingency should got be the misfortune 
of some one else; that is , A wight take out a fire insurance policy upon the house 
of B. The effect of A’s holding a policy upor his own house is to make his, to a 
certaia extent, indiffereat to threateacd misfertune, but to hold a policy upon the 
house Of B would make the burning of B's house something to be desired, 


fo allow this would cbvicusly be such bad public policy that such contracts as 
these are mow impossible to sustain although ina the carly days of insurance they 
vere common. The insured must now show an “insurable interest™ in the property. 
this provision limits imsurance strictly to the furmishing of {ndeanity. 


RATING. 


fhe difficult problems of the fire insurance business all center in one way or 
gother about the subject of rates. This is an important matter ia any brsiness, 
but in fire insurance thee are difficulties amd pecu?iarities that wake it par- 


ticularly important. In a manufacturieg business the price of am article is largely 
determined by the cost of production aad thia cam, ix general, naitely ascer- 


— oS 


tained. Im a mercantile businvess the selling price is determ the bu 
‘rice, \e the case of public utilities the bic of cates ig more difficult; more 


elements erter ivto the cost and wore factors must be given consideration, 


Ia fire imsurance companies in which the assessments are wads after the losses 


tho rating problem has ao particular difficulty; but ie steck c ies, where 
the premium is collected im advance, the aromalous Condition arises that 2 price 


mst be set to pay for somthing that has mot happened acd may not happea at all. 


the price hes therefore <o be based upon the “expectation” of less or the "hazard" 
ap it is called. What should be the rates fer a planing mill and for a fireproof 
office building? This is equivalent to saying "what is the hagard of each," or in 
other scarcely wore illumiuating words, "What is the cxpactation of burmiag of each." 


fe one would fail to ba able to assert that this is greater for the planiag will 
than for the office Luilding, yet the underwriters must go further than this end 
fix a sumerical walue upoa these hazards. 


Fertunately there io one guide im this matter, the past; ctherwise the preblem 
wuld be quite hopelese, If experience has shown that out of every theusaad planing 
sills there are the equivalent of twonty-five total losses aad, if this planing 
will ig deemed typical of the thousaad, a rate of $2.50 per $100 of insurance should 
prevail (this ie without loading for expenses); if the mill is deemed to be below 
the average of the wills upom which tha experience is based, “underwriting judgment" 
met be iuvoked, ie liew of more precise kmowledge, te decide how auch larger the 
tate aust be, 


This, very briefly, is a description of the process of making the rate in fire 
iasurance, although ia schedule rating, as we shall see, the process is far more 
detailed, 


Whea owe considers the almost infinite complexity of the hasards that are present 
ia buildings - faulty construction of all sorts, excessive heights, large fleor 
teas, openings between floors, dangerous processes, inflammeble material, materials 
meceptible to damage - one cam form seme comprehension of the difficulties of rating. 
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Theoretically the rate measures the destruction that weuld occur iu some 
of just such buildings under just such conditions; practically, whet the underwriter 
has to work on is what bag happened to buildings that in certain respects resembled 
this one, and the problem of rating is the adaptation of this experience te the par- 
ticular risk in hand, 


To this already difficult problew must be added however, two other features; 
first, new hazards are arising daily upon which no experience has been eccumlated, 
which, nevertheless, must be considered im making the rate, and second, new processes 
end new forms of construction are beiag so repidly developed that the experience 
wpon a class becomes to a dagree obsolete before time has elapsed in which to cellect 
a latge enough experience to give en average. 


A further difficulty may here be referred to, the fact that in large cities 
there is a conflagration hazard of an entirely indeterminate size, that is, confle- 
grations come too infrequently to allow for the working of the law of averages, 


4s an example of the first peint may be taken fireproof hotels; there is not 
adequate experience in this cless on which te base rates; another example is the 
hazard ef acetylene gas; this illuminant came into use very rapidly and its hagard 
was alsost unknows, 


As am example of the second point may be taken electric power stations; the de- 


fects of the eerly installatiens have been so theroughly overcome that the exper- 
ience of tem years ago would be aisleading. 


Grauted that the problem of rat is difficult; the practical result is 
ae Se oe Sa the basis of 5 sfngle conpamy’s 
ience. ence evea of Ee Ee est anizs is not extensive enough 

to insure the proper caaeiad of the Taw of average on alt classes. Te Te wey 
om this point view desir. f e € cempeaie: ‘ tor 
ine; for aot can y thus e tates wore effectively > 
a wou a useless 
of rates goes, it is 


desirable that the c ies should ine; t in actua actice c ons 
of the are not only to make rates but to maintain them, and the desita- 


bility of this is another question c scuss ter. 






OPER COMPETITION, 


We have now to consider the effect of titicn ia fire insurance, It 
is mot to theorlse about this for caore te lenty of evidence in tha rate 
wars ee were formerly carried on and which to some de. till prevail. the 
walversal effect of Sak Tods of Ttion wr 
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is not all, 





In a state of tition the rates adjust themselves 


Rate ware in fire insurance are very fierce; the motive is the same as in 7 
rate war, name to sccure bess even at a ioss t ope Chat m norma 
rates eva c seo won will remcin and the loss will be made ° 


To owmarize the case: the effect of a period of sustained open cowpetities is 
the procuring by the public temporarily of cheaper insuxance; this advaitage mostly 
falls to persons of influemce; the quality of the protection is lowered since the 

are weakened, Furthermore, if the process continues long enough same of 
the emaller companies will be forced to retire and their business will be absorbed 
by the large companies. 





ion occurs to one whether there canunct be open compatition that does 
to en extreme ch competition as a is ‘or ine ° 5 
bas ines the shoe business. T stinction seens to be this: 
sleatly in wind what his geods have codt him and what price | i aeee eT get tor 
Sen 1! @ to escape a loss, and he will mot, except in an extremity, sell at 







‘ xwriter, om the other hand, is se ing indemnity ageinst comethi 
that ever occur, 30 p 3 me possibility 


corresponds to the point beisy whic grocer dare act go without a less is the 
average lose experience on the class to which the risk belongs. But this is net 
easily ascertained; at amv rate it does not stare the underwriter in the face in 
the same way that the buying price of sugar confronts the grocer, 








Another reason why cpen competition goes further in fire insurance than in other 
lines is possibly due to the fact that the corporative form of organization encour- 


ages the officers to use wethods which perhaps they would not use if the business 
wre entirely their own, 





low vhen a man comes to buy insurance and finds the companies combined on the 
matter of rates, he is likely to feal shocked, particularly in this day when ali 
ceubinations of capital are looked at with suspicion. He finds that it is impossible 
eny rate of the grade that he dasires, without paying a price 
agreed upon by the companies, He has no chance to bargain; 
he goes to the trouble of hunting up companies that 
act in the combination, he must either take the iusurance at that price or loGve 
Tt is or him to conclude that this combimation exists in restraint 
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ANTI-COMPACT LAW, 


Aad this is exactly what was done by a number of states at about the time thes 
the formation of “trusts” began to appear as a menace to the country. So-called 
anti- ct laws were sed which made it illegal for the companies to combine 









result, therefore, was that tk 

the anti-compact states a “State rater’ who made and promulgated the rates in 
eseentially the same way that they were made befere by the rate-making bodies of 
the companies. 





These “advisory” rates so made were sold to the companies and were observed or 
mot as the companies saw fit. So clearly, however, was the importance of avoiding 
general demoraligation recegnized that in general the rates were observed by the 
leading companies. So the net result in the “anti-compact™ states has been that 
the rates, instead of being made by the companies, were made by a “rater and gold 
te the companies; the rates iu: ganeral ware cbserved as before but ac there wag ao 
agreement to maintain rates it did become possible to ea certain extent to bargain 
ever the price. 


The result has been that im general people paid established rates for their ip 
eurance but that, where a man had enough influence, he could, if he caxed to, odtais 


concessions im rate, That is, at least cane result of anti- t lews has bees 
em increased discrimination against the average palteholder aad {a favor of the 





As te the rates before end after the passage of the anti t laws the test{- 
Seems to be that the rates have not — a chs of such lows, 
F 


from Missouri show rate did not follow t 





et 
Se ee ee ee oe ee ere ee 
and who furthermore did not stand in such relation te 
ce of public opinion. 





at the last cession of the Legislature but vetoed by the Governor; this is alse 
moticeable in the rising agitation for some kind of control of rates by the State, 
a control that would evea perhaps go so far as to place the making of rates with 
the State. Three states, all of them so-called “anti-compact” states, Kansas, Tex 
and Lesisiazs heve gone to various lengths in this antter as will preseatly be a 
plained. 
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qhere is euother adverse effect of anti-cempact; to explain this it will be seces- 
gary to develop in sone detail a refinement of modern fire insurance rating whose 
and influence can hardly yet be fully estimated; this is the subject of 


schedule rating. 


SCHEDULE RATIRG. 


This method of rating proceeds upon the theory that the hazard of a risk may be 
galysed into its component parts and that the rate for the risk as a whole may be 
built wp from ite various elements, For example, let us suppose the proper rate 
for a certain type of building is known, we will say a five story, brick mercantile 
petlding, of 5,000 square feet of floor space on each floor, with closed elevator 
ghafts and with certain other definite details of construction. Wow it will be gen- 
erally couceded, st any rate it can be demonstrated by experience, that additional 
stories, a greater floor space and open elevator sbefts are all factors that tead 
te increase the fire hazard, The theory of schedule rating is that the quentitive 
effect of each of these facterics in increasing the fire hazard can be separately 

wen and that the resultapt rate may be so built up. While there is a field here 
for a critical analyeis cf just how this combigation shall be effected the reason 
gleness of the general proposition must be readily admitted. 


The most common method for uniting these factors into one rate is by simple ad 
dition; this is the methed chat is generally used in New York city aad wherever in 
thie etate rates are made by schedule, for instance: let us suppose that the rate 
ef the five story building first described to be 50 cents; let us suppose now that 
the hazard of three additional stories may be measured ut 32 cents, that the hasard 
of each additional 1,000 feet of floor area may be measured at 3 cents, that the 
besard of open elevator shafts may be measured at 6 cent:s, and furthermore, chat 
the presence of fire extinguishers, which we will suppose are not in the building 
we have uced as a type, serve to decrease the hazard to the extent of 5 cents. 
then the rate for an eight story brick building, of 7,000 faet ground area, with 
open elevator shafts but equipped with fire extinguishers, in cther respects, how 
ever, being like the type building already referred to, is obtained as fellows: 


Ceats 

Rate of type WULEGSaw. ce ccccccccscccecessnetsccesedeeee 50 
Increase of hazard by 3 extra stories...cs.eesc000000000 32 
Increase of hazard by 2,000 feet extra grovnd area,.... 6 
Increase of hazard by open elevator shafts, ...cccccvoce 6 
94 

Reduction of hazard because of fire extinguishers. ..... 5 


Fiasl rate of building... cccoccccecccvescvcccccscco0 89 _ 





The actual practice of schedule rating by, for instaace, the New York Fire In- 
gurancé Exchange differs from this only in degree. A dbase rate for a certain stand- 
ard building is taken, the standard involving conditions regarding. location and fire 
protection as well ac construction and to this are addad charges for deficiencies 
with regard to various elements of construction, equipaiet, cegupancy and exposure, 
end from the result are taken whatever allowances are to be made for conditions that 
ate wore favorable then the standard upon which the base rate is predicated, 
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The schedule which applies this method most carefully is the so-called Uni: 
Mercantile Schedule originated by a committee of the underwriters of which Mr, P 
C, Moore was chairman; it is often known as the "Moore" schedule; this forns the 
basis for all the schedules in use im this state, and in fact in a large part ef 
the United States. 


The technical deteil in a schedule lies first im the nature of the ground 
or plan, and, second, in the determination of the exact numerical charges to be 
made for the different elcments of the hazard. 


another echedule of a somewhat different type {s in use now in a large member 
ef states in the Middle West and South. This was originated by Mr. A. F. Dean, and 
is known as the "Dean” or “Analytical” schedule, Its essential feature consists 
im the fact that the charges inmstead of being flat are a percentage of the base 
rate, This, to a degree, expresses the fact that there is a relationship 
the hazards, for instance, that a stove is a greater havard in a building of peor 
construction than in ea building of good construction, ‘the good points of this 
echedule are, however, quite as much of @ practical as of a theoretical character, 
memely, as the charges ere all percentages of the base rate, if the reoulting rate 
should tura out in the light ef experience to be too high or too low it could be 
accordingly lowered or rained simply by lowering or raiving the base rate, 


It will be readily realised that the exact nature of the details of either the 
plan er charges in a schedule is a highly technical mater which meed come in ne 
way under the surveillance of thie Committee. it is euificieat for the purpose of 
the present inquiry that the cempanies are using methods for the determination of 
rates which require a detailed analysie cf the hazard and that each element of the 
eo enalyzed hazard has a dofinite contributory effect to the final rate, 


The economic, even the sociological, effect of the application of schedule r 
can scarcely be overstated, It ie doubtless true that schedule rating is at pres- 
ent by far the most powerful agent ie the inauguration of geod building construect- 
ion and in checking the appalling fire waste of the cowrtry. 


The power of schedule rating as an economic force cay be very simply explained; 
it lies in the fact that it is specific and open, that is to say the rate, instead 
of beiag made as a single lump own, is in direct relation to the various features 
of the hazard, The importance of this lies im the fact thet when the insured sees 
just hew, by making certain changes in his building, he can obtain «a more favorable 
rate, there is a direct appeal to his pocket which is at once teken advantage of, 
The change may consist simply of clearing rubbish out of the bacement, or closing 
am opening, or it may be the inclosing of the elevator shafts or the equipment 
the building with ewtomatic sprinklers. Im any case th: insured has before 
exact detaile of how his rate is made up and can see just how auch his rate 
reduced by making improvemsats, Usually the reduction ia rate ie so great as 
pared with the cost of iuprowing the conditicns that the changes are at once 
Evea the expense, which is considerable, of installing automatic sprinklers 
im general greater than th: saving on from two to five years’ premiums, 


s 
ofgees 


Bot only does the application of schedule rating operate to improve already ep 
ieting risks, but it leads in a similar way te greatly improved construction is 
mew buildings, Most sew beildiage ef any importance that are being built nowadays 
are planned with full consideration of the reductions in rate which various features 
ef construction will commead. It is not tee auch to say that to schedule rating 
is de, ee auch as te any other one cause, the credit for improveneats in sodera 
construction. 
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after a schedule has been formed, which, it may easily be understood, is a matter 
of great difficulty and delicacy 1f it is to be generally useful, the application 
ef the schedule is to a degres a mechanical precess, In practice, whea a risk is 
to be rated under a schedule, an inspector is sent to the risk who makes a survey 
of it, noting in what respects and to what degree it falls short of the standard, 
soting also any features that are above the standard; he makes in fact a complete 
god impartial record of the risk in so far as its features have a bearing upon the 
fire hazard. It then becomes a matter of routine cffice work to apply the schedule 
to the elements of the risk as described in the survey. 


When allowances are made for the slight differences im point of view between dif- 
ferent inspectors, the rate for a given rick, when 4 schedule has once been estab 
fished, is perfectly definite. 


It is this fact that gives schedcle rating one of its chief values, the fect that 
it eliminates discrimination ~ mot completely, for in case the schedule is wreng 
exe clase will suffer at the expense of another - tut at any rate the discrimination 
ig all ceatered in the schedvle itself. it certainly eliminates discriuination on 
the basis of “influence” which is the most vicicus form of discrimination, And, 
even though the schedule is not perfect, it does what is most importamt, {t adjusts 
the rates approximately corractly inside of given classes. 


That is, a schedule may err in making woodworking acstablishewents pay too high 
g rate as compared with metalworking establiohments, but it is more importent to 
beve the rates for different wootworkers properly adjus<ced gmong each other than 
the rate as between woodworkers and iron workers, The season for this is that the 
wot workers and iron workers are iu direct competition each among his o-n greup, 
bet there is no particular competition of wood workers with tron workers 


day reasonable schedule, cven though it may have conxicderable defects, will tand 
to produce equity irside of fairly homogeneous classes, 


THE INFLUENCE OF SCHEDULE RATING UPOH FIRE PREVENTION. 


The operation of schedule rating in bettering fire prevention is one of these 
powerful unconscious agencies like the betterment of the race through aatural se- 
lectien, For the operation of natural selection there must be a correlation be- 
tween the quality im qucsticn and the incroased tendency of the individval te sur 
vive; for schedule rating to better conditions there aust be not enly a definite 
relation between a better condition and the insurance rate, but this reletion must 
be capable of being brought forcibly to the attention of the insured, in this 
precess there ic ctill another agency acting and another force, The agency is the 
broker or the local agent and the force is competition, 


Thet broker or loca! ageat can best secure business who can, other things being 


orm the greatest service, Aacng tha services that a broker or local agent 
8 we titre is the service of bringits co the attemtion of a “Tisat 


tion in rete that he cen secure by waki ge3 in his old bailding, or 
is new building. so as to couferm to the standards of the schedule. 


be id fefl in s¢siduity in keeping his client “hus informed, be would 
broker er another agent had slipped ia and performed this service 
client's business had bean transferred to the one thes dexon 


strated a greater capacity for looking after the iaterests of the insured 
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The sechienism is thes complete: first, a rete which is made specifically 
to depend upon the various elements of the particular hazord, second, the 
power of the insured te ascertain all these facts as to his rate, third, the 
fact that the matter is brought vigorously and defisitely to his attention 
by either broker or local agent, and it might be adced, fourth, that, in 
case changes have been made the so modified conditions will be given credit 
at once in the rate, 


It is net to our credit thet schedule rating is the most powerful agency 
for fire prevention, for it acts entirely through the selfish desire of the 
imsured to lower his insurance rate, not primarily because he is interested 
in reducing the fire less, But the insured will be only partly compensated 
by bis insurance in case he suffers a loss, There wiil be an interruption 
ef his business aid « generally chaotic condition from which he ‘s bound to 
suffer; he should heve an interest in fire prevention on this account. To 
be driven to an interest in fire prevention only indirectly because of its 
effect upon his premiums is not praiseworthy when there are direct ways toward 
the same end, the enactment for instance ef proper building laws, the crea- 
tion of offices for inspecting tisks ard for a genci'al surveillance over con 
ditions lookiag toward fire prevention, not te speal: of greater individual 
carefulness. 


While, however, we are waiting for the time when we shall be farsighted 
and iatelligeat enough te attack this problem direci:ly, we must recognize 
that we have, in the operation of schedule rating, an immensely important 
end effective instrument for this purpose; that largely unconsciously, or at 
least withowt direct intention, the insurance companies through their develop- 
ment of schedule ratin; are facilitating this work. In a consideration there- 
fore of insurance leyislation there pust be kept in mind, among other things, 
the effect of any propused law upen the operation of this process, 


ASTL-COMPACT LAWS and FIRE PREVENT).O8. 


Aati-compact laws (and this brings us back to the point of departure) have 
a tendency to break doia the force of this beneficial action. For, wiile in 
anti-compact states the rating is usually done by schedule, there ie no longer 
such a clear-cut relation between tha hagard and th: rate; the “rates” are now 
"estimates" and whils, as a matter of tact, they ats generally adhered to, there 


is jvet encugh aise ciition of the rate waking and che tate @tting decidedly 
os — 
to weaken the good eifects of the system of scheduls Tating upon fire prevention, 


OPES COMPETITION and FIRE PREVENTION. 


The beneficial effects of schedule rating have been demonstrated by the 
tise in the burming ratio which follcws a pericd of deporalization in rates, 












the rate, aod 0 rubbish is allowed to accumlai:e, the watchman is taken off 


and there is a genersl lowering of tone which manifests itself in an increased 
ing ratio. 


During a rate war schedule tating is of course nvatdoned. It then follows 
hat wotidy conditions ox the ees of 4 watchmas will not d¢ penalized through 
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ANTI-~COMPACT LAWS and STATE RECULATION, 


Three states which have had anti-compact laws, becoming dissatisficd with 
the results, particulaxly because of the discrimination which anti-compact 
igws had produced and fostered, have recently entered upon a system of State 
regulation of fire insurance rates, 


Ie Kansas, wnder the anti-compact lav, a very aggravated condition of rate 
demorslization existed, with accompanying discrimination, There was general 
dissatisfaction both on the part of the people, because of gross discrimination, 
gad on the part of the companies, because they were making no money, A law 
vas passed which required the companies to file schedules of rates which they 
could not depart from, and, at the same time, rebating was prohibited, Power 
wes gives to the Superintendent of Insurance to order changes in the rates 
if in his opinion they were mot equitable. The constitutionality of the law 
{g being tested in the courts, In operation the law has not been unsatisfac- 
tory, The Superinteadent has made ona general reduction of 10 per cent, 


Ia Texas, the Legislature, in several special sessions, has been struggling 
with the problem of rates; the conditions there ere very much involved, end 
very yasatisfactory. There has not been time to see whether the new State- 
reting law will improve the situation, 


fhe Louisiana law provides a State board with power to review rates and to 
order changes if necessary. 


fone of thease laws has been in effect long enough to show what the practical 
result of State regulation of rates wiil be. 


It is interesting to observe, however, how entirely the principle of State 

lation is Opposed to the principle of anti-compact. Under anti-compact, 
a itated and enforced uniformity of cates was prohibited while under 
tate regulation the effect, either by statute or in actual practice, is to 
solute uniformity, The anti-compact lsws in effect wade it sible 


secure 
to "bargain and the result was ross discrimigation; under State regulation 


bargaining and discrimination are impossible. 





CBJECTIONS to STATE REGULATION, 


Some very grave objections can be made on theoretical grounds to the prin 
ciple of State regulation of rates, Im the first place if there is to be regu- 
lation at all the power must be delegated te some one outside the companies 
either to male, or in the last analysis, te order changes in rates, This is 
avery dangerous power; it is conceivable that it might be used for political 
petposes, at any rate he who exercised the power would have effective pressure 
brought to bear upon him from only directicn, that is, to reduce the rates, 
while at least in certain emergencics the situation might demand an increase. 


The only just basis for making rates is aither the experience of these trained 
ia the business or accassibility to a large collated loss experience or better, 
of course, both. But there are at present mo statistics of less outside of 
the offices of the companies; and, even if there were, the application of then 
properly is such a technical matter as to require the services of experts. 

To make or revise rates properly then the State would have to collect a loss 
experience, presumably by calling upon the companies for it, amd it would have 
te employ experts at least as capable as those now employed by the companies. 


47932 O—-60—pt. 5 16 
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The actual possibility of doing this is, of course, not questioned; the 
yoint is that the eitustion must be very aggravated that would werrant the 
State in assuming such an extended and technical pieca of work, 


Certainly the pereors who, by trairing and by clcsensss to the problem, are 
best able to handle this watter are those in the businass, and this functiog 
should be takeu away from them only after making perfectly sure that it cagnot 
otherwise be kept free from abuse, in fact further than that, oniy after making 
gure that it can be better administered by the State, 


It has been suggested that this matter might be regulated by « board or 
court of review to which the companies might be cited by complainants to shoy 
cause why the rate sboeld not be changed. It would uot be absolutely 
for thie court to possess technical knowledge; meny technical matters are de 
cided by our courts ef justice today, merely ou the presentation cf evidence, 
Such a plan might be feasible; the quest‘on is, however, whether it is neces 
aary or desirable. 


One very great prectical difficulty in State rating remains to be explained, 
Insurance is based on ganstal average; no one locality ie sufficient for this, 
not avem a ctate, mot even the United States ia the case of large conflagration 
[f rate making were lodged with the State, and the experience of that state 
had becn favorable, the tendency would be to mzke rites purely upoa this ex- 
perience. ‘he most carious effect of this would be that, in case of a large 
conflagration, it woul be impossible for a camyeny to recoup itself, for each 
state {a standing upem its ow experience would refuse to contribute to aa out- 
side ices; the result: would be that the state in which the conflagration oc- 
eurred would have te pay the eatire less. This would, of course, break down 
the very first prime: ple of iesurance, for ome statu is insufficient to stand 
the shock of a large conflagration, The San Francisco fire strained the re- 
sources of the whole ciuntry end if it had beea borne entirely by California, 
that is. if the companies had been restricted to Cai ifornia in recouping thea- 
Selves, the blow would have been crushiag. 


This is not ar entirely imaginary situaticn, There happens ts be an actual 
example at hand. Wi:iconsin is an anti-compact state to the extent of prohibit. 
ing combinations of companies but it permite the mal:ing of rates by local agents, 
This plan has in geaeral givon satisfaction te beth companies ani insured, 


after the San Frane{jico fire there was a gaveral increase in crates through- 
wut most of the count:ry, But in Wisconsin vhea th: companias tried to sake 
an 2dvance it was reninted by the local agents (the local agents are, of course, 
auch zore influerced by popular feeling than che companies), and the result 
was thet Wicconsia escuped paying its share toward putting the companies iato 
& position to meet another such disaster. 


lt is evident that: rating showld not be placed in the hands of those vhose 
interests ace wore resi:cicted than the territory crar which it is necessary 
te operate to secure aii average, In the case of the conflagration hazard this 
territory wsst certaim.y take in at least the whole cf the United States, 


While State regulat:.on stands always in the backround es the theoretical 
solution of the probien of rating in fire insurance, see it does indeed, for 
@any other problems, i': certainly should be invoked only as a last resort, 
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COMPLAINTS by the INSURED, 


When one begins to search for the state of affairs in fire insurance, which 
yould warrant this extreme weasure, he is surprised to find that it does not 
gem co exist. This Committee when it began its work sent out over six hundred 

to all the comercial organizations in this state inviting compleinte 
eo the subject of fire insurance, It was furthermore requested that the letter 

be published ic local papers, and, as a watter of fact, it was given a large 
additional circulation in trade papers; it was sent out by the Bar Association 
of New York city to each of its members, and it was given special notice in the 
publications of the National Association of Credit Men, who had already inter- 
themselves in the subject of fire insurance, There were not over a dozen 

which were received in reply. Some other complaints were received 

during the progress of the investigation. 


Altogether about thirty persons appeared before the Committee to make formal 
complaints and nobody who desired to make complaints before the Committee was 
refused permissicn. 


Mest of the complaints were aither with regard to arbitrary increases in rates 
or from brokers who had been refused certificates by the Exchange, The individual 
cases, in which arbitrary increases of rates were complained of, were referred 
to the mamagere of the rating organizations concerned. In most of these. casas 
the increase in rate was found to mark the transitiun from a period of loose 
rating to one of exact schedule rating, and the reasons given for the great ad- 
vance were that the old rate was grossly inadequate, Most of the cowplaiats in 
quburban territory were with regard to the increase in rates that had been made 
ween the Suburban Exchange was founded. Evidence was brought forward by the 

es to show chat they had been losing money in che suburban territory be- 
fore the formation of the Exchange and that the rates established were no higher 
then on other riske in other parts of the country. 


Ia the absence of any exact figures, the Committee was not able to judge whether 
oc not the final rates were just, but the rates om these risks were showa not 
to be diacriminatory. 


Over against these complaints there was considerable testimony, particularly 
om the part of large inagurers that the rating in this otate was being done in 
am acceptable manner, and # very great appreciation ef the economic value of 
schedule rating, Im fact, a petition was recaived by the Committee, signed by 
forty-five leading buyers of insurance, ccumending the principle of schedule rating 
and opposing unbridled competition. 


THE EARNINGS of FIRE INSURANCE COMPANIES. 


In trying to discover the sources of the hostility on the part of the public 
towards fire insurance companies, it becomes of great importance to examine the 
qestion of earnings. It hes been claimed by insurance ccupanies that the earn- 


(asa have been ewall, for instance, that the “undetwi iting profit has feen 
nothing fur the last forty years, There was evideatly so little real {ngenu- 
ousness in this srateneets mot that it was wrong, = steply hate was_enee 
t the c set it as not worth consideration, continued 
to that fire insurance vas very profi c. im order to have some defi- 
aite figures to present, the Committee requested Mr. J, H. Woodward, head of the 
doditing Bureau of the Hew Yerk Department of Irsurance, to have an inquiry made 


@ this subject, Before these figuree are referred to, it will be necessary to 
expleia in detail om what basis they were made, 
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What ia left of the premiums reeecived during the year, after losses and 
have been paid, is what is commonly called “underwriting profit." If money 
ne interest this would be the whole profit, but, in reality, interest is almost 
as important an element in the profit of en insurance company as it is in the 
case of a bank, in fact, the uncarned premium reserve is on deposit with an ip 
eurance company in very mech the same way that the money of depositors is on de 
pesit in a bank, 


Let us take an example:* suppose a company with a capital of $1,000,000, 
surplus at the begiening of the year of $4,500,000 and doing a business 
the year of $6,250,000 in premiums; suppose the unearned premitm reserve at the 
beginning of the year i $5,800,000, suppose the lesses during the year have deen 
$3,450,000 and the expenses $2,400,000, Then the underwriting profit during the 
year has been $6,250,000 less $3,450,000 less $2,400,000, or $400,000, or expresses 
aS @ percentage, 6.4 percent, upon the premium receipts, or 40 percent. upon the 
capital. 


Bow the funds that the company hes had at interest during the year are approxi. 
mately the capital, $1,000,000, the surplus $4,500,000 and the reserve, ** $5,800, 
000, altogether $11,300,000. If this sum has earned 4 per cent. net the earn 
ings from interest will be $452,000 or 45 percent, upon the capital. The in- 
vestment eamnings of the company in thie case are therefore somewhat greater thes 
the so-called “underwriting” earnings and if im an unfavorable year the presius 
receipts were wholly used up in paying lesses and expenses the company would stil! 
make a profit of 45 percent. upon its capital stock from interest alone, 


The principle stated in werds is as follows: besides the capital stock the 
company holds a surplus and an unearned premiuw fund; even a low rate of inter 
est upon this sum of money will yield a large retura upon the capital, 


The point that has been brought out here is that the so-called “underwriting 
profit" is only e part of the profit of an insurances company, and that the cop 
panies in professing te teke the public inte their confidence and not making 
thie point clear may rightly be criticised, 


Im passing we canmot help noticing that the earnings ware 65 per cent. of the 
capital stock; superficially, at least, this seems an excessive profit and would 
seem to justify the popular impression that fire fasurance is a bonanza, 


This illusion largely diceppears when wo consider carefully upon what basis 
the earnings should be figured, Im reality, the aeount of the capital of e fire 
insurance company has very little significance; it is scarcely anything beyond 
@ basis for computing the cwmership of the company. The real capital, in the 
economic sense, that the stockholders have in the business is to be valued either 
as what the business would bring if cold as a going concern, or as what it would 
bring if liquidated, The former, the market price would in general be greater 
than the latter by the value of the good will of the business. The ous for which 
the business could be liguidated, which we may call the proprietorship or the 
“proprietary interest:"“would be, in general, the capital, the surplus, and say 
30 percent. of the reinsurance reserve (fer the reason that the business could 
be retusured for about 70 per cent. of the reserve; the reinsurance company 
would be to no expense in procuring the business, and, hence, could afford te 
take it at less than the full premium rate). Im the example given above this 
would be $1,000,000 plus $4,500,000 plus $1,740,000 or $7,240,000. ‘This is the 





@ This fe a fairly typical exemple. 


w® It would be more proper to use the average surplus ard reserve, but the effect 
in thie connectice would be simply to make a slight change in the affective im 
terest rate. 
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gua of money which, at the lowest estimate. the stockholders have, invested in 
the business. If the profits of the year $852,000, are figured on thie amount 
ag 0 basis, the rate of income is 11.7 per cent. instead of £5 per cent, as 
yvhen figured on the capital stock, 


Now this method of figuring profits is the method that is used in every other 
kind of busivess, end there is no reason why it should not be equally valuable 
in fire insurance, It certainly answers the question which the prospective buyer 
of fire insurance stock wishes to have answered, namely, “how much, taking into 

t ell sources of income, underwriting profit, interest and gain from sale 

of securities, will my investment yield.” It certainly answers the question 
which the public is interested in: “what, taking everything into account, has 
the fire insurance business yielded? Have the profits been excessive? if so the 
premiums must have been too high." 


The actual method used was even somewhat simpler than this. Let us suppose 
gwercantile business, which on the basis of an iaventory shows that the pro- 
prietors have $100,000, net, invested in the business at the beginning of the 
year; thie may be called the proprietorship or proprietary interest; let us 

that at the end of the year a similar statement shows that, without any 
further contribution by the proprietors, the business has increased to $105,000, 
and that the proprietors have in addition taken out $5,000 in profits. Then 
the earnings of the business have been the $5,000 of profits iplus the differ- 
eoce between the values of the proprietary interest at the beginning and at the 
ed of the year, that is, $10,000 altogether, and the carning rate of the busi- 
ness ig the ratio of this to the $100,000 which was in the business at the be- 
ginning of the year, or 10 per cent. 


In the case of the insurance company the proprietary interest hes already been 
defined as the capital. surplus and 30 per cent, of the reserve. The difference 
between the values of this at the begim:ing and end of the year, plus the divi- 
dends to stockholders less any possible assessments form the earnings for the 
year and the ratio of this to the proprietary interest at the beginning of the 
year gives the earning rate. 


In our case we may suppose the figures to be as follows: 











Me UOC BOG. oscc00cassncensce 40) tpnnnedendevanemandad eucdllaee 
Surplus (end of the CIE As aki ines Gums bast Amederteth Bedi enann eooe 4,850,000 
30 per cent. of reserve (end of the yeer)..ococccccccovvcecn: a 1,860,000 
Proprietary interest (end of year)...c.s0cccececcsccce pecceccce $7,730,000 
Proprietary interest (beginning of year)...:.. eecceccens 7,240,000 
Gaia in preprietary interest...... eoeecerce ‘ ; $ 670.000 
Dividends to stockholders. . :, o00cce > 382 ,000 
Rernings (as befora).....0550> re et te $ 852,000 
$852,000 
Seen COED (En DeLSre) i occvcscccvcccvccéécc 11.7% 


$7,240,000 
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The result can be expressed in a slightly different way, thus: the 
which the stockholders have, invested in the business, has yielded 11.7 per cent 
of this it has earned 4 per cent, directly as interest, since the entire amount si 
has been invested im interest bearing sacurities; the remainder 7.7 per cent, 
represeuts the profit which has come im consideration of the peculiarly hazardegs 
mature of the business, that is, the stockholders have earned 7.7 per cent. upog 
their money by leaving it at risk in addition to what they could have earned 
if they had kept it invested in safe securities. The figures used are, of 
purely in the way of illustration aud in themselves heave no significance, 


The figures that were prepared by the Insurance Department were made on this 
basis. The following groups of companies were selected: 


I. The six largest United States companies, 

II. The eix medium United States companies (with assats about half-way betwees 
the assets of the largest and the smallest companies). 

III.The six smallest United States companies. 

IV. Six new United States companies between five and ten years old. 

V. Six foreign companies. 


The first four groups were practically self-determined; in the last group were 
taken four typical English companies and two Continental companies. 


The investigation was meade for each of the last twenty years cr failing that 
fer the lifetime of the company. 


Ie the first group, that of the six largest United States companies, it was 
found that the average rate of earnings for twenty yesrs had been 10.9 per cent,, 
12.8 per cent., 10 per cent., 9.3 per cent., 10.1 per cent and 7.6 per cent,, 
ef an average for all six companies of 10.1 per cont, The fluctuations from 
year to year had been viclent, ranging from a profit for one company in 1908 of 
31.4 per cent, te a loss for another company in 1906 of 49.4 per cent. 


The rate of dividends returned, computed on the same basis, and for these 
game companies in the same order were 4.6 per cont., “.1 per cent., 4.3 per ceat,, 
7.3 per cent., 4.9 per cent. and 6 per cent. with an average for all six companies 
of 5.4 per cent. 


That is, in words, for the last twenty years the six largest United States 
companies have earned on the average 10.1 per cent. per year on the amount ef 
that they have had, iuvested in the business; they have during that tine 
average paid on the same basis dividends of 5.4 per cent., that is, of 
earmings they have distributed in dividends a little more than half, keep- 
the remainder in the business where it has gone eostly to increase the cur 
end is thus of cours: at the hazard of a conflagratioz. 
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’ She detailed figures for these six cowpanics are a: follows 
+} 
i MARWING RATES of the SIX LARGEST UNITED STATES 
S$ COMPANTES . 
Earning Dividend 
a, ’ Year rate rate 
[8s ovecosvecccsercoccsescasooccccces 0 9.7 6.8 
[Ble cccoccoccccesscccesavcces pecccodcebessceone 5.4 6.6 
1892.cococcocros: © peSCesVOUC OO CEOS 2 ° eee 8.5 6.4 
} 1894. 000008 ° pv e0080 SCOKCOCOCEHOSHAZES HE OOSOe 14 5 6.8 
e $995. orcoveccscccvsorsasgecreeccooasasonnecesso000R8 12.3 6.4 
1996. s0cocccccccecroccoenecesvcrouscovcessooesvc0uses 14.9 6.2 
WTeoccccrccccec: vorccesvcevescovsceccvcssovsecesuce 17.5 6.0 
1898. nccccccecccccce aeeccccdccscvccoceccoeces 10.7 5.7 
WH rccccccccccscccccercercvescecccccesosesscenes 4.8 5.4 
1900, sccncvccencocvecvacccenscccccvescersoseveenecse 9.4 5.4 
e ee eer eee 10.1 5.3 
f 190B. cevcccceceoce sagheveisbadccosumagnstesecses 12.6 5.1 
1903. ccoccccovcces »e° PeSSGLOHOCOSCSSSFASCCOSSESOSSECECE 12.6 4,3 
1904. cecccceccses POROSHOSHOHOHOSCSEOBASCECOOSEHOLEDEOOOE 9.9 4.9 
1905 .cococccocccs svosonoerenccoccovseovoenoeeeosegn 17.6 Jon 
1906. .cc0ce0e eooercoe COCK eCOOESOVGOOOOSEEEBBOUETE ~14.0 «l 3 
WOT acocccccecceccecccsecvececccoscececseneosetes 203 5.3 
. b 19OD. cccccccccccovsecvceccccceevecconrs poccesceses 26.2 He 
1909 .covsccccacecrs COPCSCHSVOSSCAOCHOGHTOSGSSFTOOCHOEOSG OS 18.4 5 2 
MVOTAZE. oo cc ccccccececrccenescvesseesecorces 10.1 5.4 
ea The came figures for the second group of the siz medium companies give eara- 


ing rates cf 6 per cent., 8.9 per cent., 6.9 per cant., 4.8 per cent., 9.2 per 
cent. and 4.6 per cent., or an average for all six of 6.6 per cent. The dividend 
rates have been 3,2 per cent., 3.4 per cent., 3.7 per cent., 2.1 per cent., 3 
per cent and 2.7 per cent., or am average for all six companies of 3.3 per cent., 
or to gummarize: six wedium sized companies for the last twenty years earned 
oo the average 6.6 per cint. per year on the amovat of woney they had, invested 

. | {me the busimess; just half of this was distributed in dividends and half was 
kept in the business. 


The came figures for the third group of the six smallest United States cou- 
panies give earning rates of 8 per cent., 6.2 per cent., 5.9 per cent., 4.8 per 
ceat., 2.3 per cent. and 2.2 per cent., or an average for all six of 4.5 per cent. 
the corresponding dividend rates are 4.7 per cent., 4.4 per cent... 3 per cent., 


5 per cent.,.7 per cent. and 2.9 per cent.. or an average for all six companies 
of 3.4 per cent, per year, 


Of the six new companies, one shows an average profit for ten years of 28.5% 
per cent.; its dividend rate, however, was only 3.9 per cent., showing that sost 
of this large profit was put into surplus. One year in the history of this com 


pony showed a profit of 62.1 per cent, For the six companies the figures ere 
as follows: 


* This company and its methods are exceptional ; 
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Company 1, earnings 26.5 per cent., dividends 3.9 per cent. 
Company 2, earnings--2.3 per cent., dividends--13.8 per cent. 
Company 3, earnings 5.1 per ceat., dividends .8 per cant. 
Company 4, earnings--2.6 per ceut., dividends--10.2 per cent, 
Company 5, earnings 8.7 per cent., dividends 6.6 per cent. 
Company 6, sarnings--1.6 per cent., dividends--2,.3 per cent. 


That is, of six new companies chosen at random, all of them between five eng 
ten years of age, three have lost money. 


The figures for the United States branches of companies of ether countries 
are as follows:* 


Company 1, earsiags 9.3 per cent., dividends 6.2 per cent. 
Company 2, earnings--4.7 per cant., dividends--6.8 per cent. 
Company 3, earnings 6.7 per ceat., dividends 2.1 per cent 
Company 4, earnings 5.1 per cent., dividends 1.7 per ceat. 
Company 5, earnings--1.1 per cent., dividends--7.1 per cent. 
Company 6, earmings--14.8 per cent., dividende--19.4 per cent. 


That is, of six companies of other countries three have lost money in this 
country. 


These figures seem to demonstrate several things very clearly, first, that 
what money is being made in the business is being made by the old, large, estab. 
lished companies, that new companies are quite as likely to lose as to make monsy, 
and that in a geveral way the prosperity of a company is in pretty close corres: 
pondence with ite size and standing. 


Second, It seems clear that the companies on the whole, have not made an ex- 
cessive profit. The best companies have averaged 10 per cent. profit for the 
last twenty years of which half has been kept in the business. In 4 mercantile 
or manufacturing business this would be considered a good return, but it must 
be remembered that in a fire insurance company everything may be lost in a com 
flagration, And yet these figures are only for the largest companies; the onal] 
and wediue sized companies have earned scarcely more than they could have earned 
if they had invested their sconey in bonds or mortgages and done no insurance busi- 
ness at all, 


This showing is substantiated, first, by the fact that no company of the first 
rank has gained a footing in the business during the last thirty years, and sec 
oad, by the record of companies which in that time have been organized and die 
solved, The records show, according to testimony, that out of 213 companies 
admitted to do business in this state in 1875 there are only 69 of the origi- 
esl number remaining, the other 144 haviag withdrawn and in nearly every case 
gone out of business. 


Ie this commection the fact was brought forward that in general the directors 
of a fire insurance company own only a small part of its stock; the average for 
the six largest companies is 7 per ceat., and for all the companies 20 per cent, 
It is furthermore a fact that fire insurance companies are not being organised 
ie general by wen who are most familiar with fimencial conditions; it ie stated 
to be impossible to secure money in Wall Street for the organization of fire 
ineurance companies end that the money im fire insurance belongs very largely 
te small investors. 





* Dividende to stockholders were taken as balance between remittances to and 
from howe office. 
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fhe figures that have been presented seem to show that on the whole tha con: 
panies have not bean making an excessive profit; the question whether the pre- 
gicas have been too large reduces itself, therefore, to the question whether the 
expense has been too large. The subject of expense will be considered later. 


DISCRIMINATION AMONG CLASSES. 


flowaver, it would not necessarily follow, even if the premiums on the whole 
were right that they were right in detail; that is, it may still be thet one 
clase is rated too high and consequently another teo low, that the rates in ene 
pert of the country are unwarrantably high while the rates in another part of 
the country are too low, that the rates now are perhaps too high against a tine 
a few years ago when they were perhaps too lew. 


This in reality is true, To be equitable the rates chould measure the hazard; 
as ap actual fact they depend, not merely upon the hazard, but upon competitive 
coaditions. For instance, the rates in general are too high on protected dwell- 
ings and small dwelling~stores, This is demonstrated by the fact that these 
classes of risks and perhaps « few others are referred to by underwriters as 

erred risks” end what is still more to the point, by the fact that the com 
petition for thie particular business is very keen, This shows itself by the 
of excessive coumissions and by the fact that most companies will not 
accept frow agents the less desirable risks unless they produce also a large 
qount of the preferred business. 


There are, doubtless, classes which sre rated correspondingly low, There are 
eeme risks that many companies will not write at the schedule rate, In general 
the class of contests of mercantile buildings is often an unprofitable class et 
current rates, at any rate it is less profitable thap the buildings themselves. 


fou, why showld there be these differences? What is the force that prevents 
the rates from corresponding to the hazard? The answer will be more etideat 
ia the light of this further observation, that ia Ae ete. the rates are too high 
on low rated risks and too low on h ri risks, 5 ena: te 
haserdous classes sre paying less than th ought to at th pei of non- re 


classes which sre paying more than they ought to. And the reason for this 
matural one, th t is to co " reniun : 





The hasard of protested etka eae for poetarce. it fs seal that it 
an matter to co t more ic: 3 po ® are con- 
Bite ie thal Tgsorancoy In gencral the eroperty thay ove 

is a0 pressure, and particularly no united pressure, brought upon the companies 


te reduce their rates. On Ehe other Rend coe whe pares erger premio ons 
hesurdous risk is keen to get ry coaces : ee r 





ae 

fact that rates are controlled by competition, and not entirely by the 
is shown also by the experience of the companies on sprinklered risks. 
the Mill Mutuals, as is well known, were the pioneers ia what has resulted in 
4 tevolution im the construction and equipment, from a fire preventive poiat 

of view, of factories, The plen of standardization and inspection which was 

ee eae Teemite end Shieh So eatenanl £0 On nits Canals eleedaes 
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headquarters in Chicago, known as Factory Insurance Associations, Some tventy 
of the principal companies are suenbers of these organizations. 


The technical work of these associations consists in examination of plants, 
the preparation of plans for sprinkler equipments and other fire preventive de. 
vices and inspections to see that these are properly installed and maintained, 


The significant point about these associations, in the present connection, 
is, however, the fact that a risk is not turned ovar tc them by the compantes 
except under pressure of competition from the Factory Mutuals.* 


A risk which was insured in stock companies and act threatened by tha Mutuals 
would not be able to obtain an inspection by the Pactory Insurance Association, 
But when there is danger of its being taken by the Metvals the Association is 
put upon the risk and the rate may drop in some cases very materially from what 
it bad previously been, even under the same conditions. 


The facts then are that while as a general thing rates are fairly well graded 
according to the hazard, and while the teadency of schedule rating {fc strongly 
im this direction, the rates on certain classes, in particular the so called 
“preferred risks” and the “eprinklered risks” are: gevarned by competitive condi- 
tiens rather than by the hazard alone, and that in general the rates on these 
classes are likely te be uowarrentably high unless they have been reduced by the 
cempetition of non-steock companies, 


The situation is a perfectly natural result of competitive conditions, The 
grocer in the same way selis sugar and flour very close to cost and makes most 
ef hie profit om coffee and tea and spices, 


But it is right here thet we begin to get some clear light on this watter of 
combimation. As long as the companies act in open cczpotition they should evi- 
dently be governed by the laws of competition and, let him who bargains beware— 
he may pay too auch for his insurance, he may pay toc little, but he cannot seri- 
cusly complain, for he knows the conditions of the geme-- but the minute that the 
companies begin to combine the laws of competition are superseded by the laws of 
equity; the price is mo longer the price that can be wrung out of the public is 
em open barter, but it is a price based strictly on the hazard. 


This principle will be readily admitted by underuriters, They very commonly 
epeak of insurance as « tax, weaning by this that the companies are marely act- 
img as agents to collect. from the mang whe are exposed to a hazard a contribution 
to be applied to the few who suffer the less, But that «6 tax should be 
is at the very basie of the idea of a tax. Conclusive evidence that the under- 
writers readily admit that with combination should be aesoctated equity of rate 
is evidenced by their willingness to discuss his rate with the insured and to go 
te some leagth in attempting to justify it, In fact it is unquestionable that 
the whole tendency of casbinmation has been toward equity in rates. Schedule rating 
is, of course, the greatest factor in this, making discrimination impossible and 
incuring eseential equity between classes. 


Gur conclusion then is that combination and equity ie rates should be insepar- 
able; not only has experience shown that equitable rates are impossible in the 
absence of combinatica, but conversely, if there is to be combination then ovt 
of it wast (by help of law tf competition is not sufficient) come equitable rates; 
that is, if re to be allowed to ine t it must be cal 

2. 


* This is not strictly true, ac within a few months these associations have 


adopted the more liberal policy of forestelling competition, bet the conditica 
hae been as described up to wery recently. 
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The State is certainly justified in taking any steps necessary to see that 
this condition is maintained, The question that now arises is whether it is 
necessary and desiravle for the State to undertake to regulate rates or whether 
the force of competition, properly guarded by publicity, can be trusted to ac- 
complisb thie result, 






most intense commetition with each other, 

ination chiefly dees is to pravent thi 

with the rates. The existence of competition is uestionable; 
e3 the continued existence of a 






© continued existence of a combination always a matter of 
aint Tariff zatious are not in gereral iong lived. There is al- 
wa nm certain amount of underhand cutting of rates, and when this con- 
$ wnendurable the organization is at abandoned, a tate war ensues and 





aew tion is formed only ar ter the companies nies fied © that for their very 
tence must get together 


The tendency of the companies inside of tariff orgeuizations is esserted to 
be in general toward the lowering of retee, pressure being brought upon a partic- 
vler company or companies by the insured and through them upon the organisation. 


Testimony has been given by several witnesses, and the seme statement is often 
geen in print to the effect that the companies do uct desire to see excessive 
rates because of the competition of new companies that will be attracted into 
the business. 


The nature of competition in fire insurance is certainly very different from 
thet in most other enterprises. To compete with a railroad it is necessary to 
build a mew line, and when it is there it is there once for ell and must be main: 
tained unless the investment is to be a total loss. But the investment in a fire 
insurance company consists entirely of securities; there is ne plant to speak of, 
even the agency syster: consists for the most part of agents who are already in 
the field for other companies, It is, therefore, a business that capital can be 
very readily thrown ieto and from which it can be just as readily extracted-- usu- 
ally by reiosuring, 


It is a business, furthermore, in which competition is very inatense--for this 
reason: cutside of the large cities the business of the country could be done 
by a dozen companies, but in the large cities there is a dearth of ingurence-- 
this is because of the conflegration hazard--150 companias are bidding for the 
business that could be done by a dozen; the competition is, therefore, very keen, 
since it is necessary that each should have a slice te balance the business which 
is exposed to a conflagration, 


Tt is asserted that the conservative campanies much prefer the stable conditions 


thet prevail under normal rates to the unstable conditions that result when the 
tates are excessive 


Beside the competition of companies that are inside the organization, board 
companies. so-calied, there is iu several a comwpetiticn from the non-board com- 
a These companies, not | not being members of the organization, are not bound 

any cbarticular e schedule of rates, As a matter of fact ‘act_they inform 
thenselves wit ‘Fegard to the beard rates end to a degree observe than, cut 
@ whare it becomes necessary to secure desirable business. The competi- 
ties of the non-board companies of course tends te keep the board rates down. 
In post parte of the country thare are many mon-beard companies, 1a New York 
Ey bprevet. the coe the companies that are authorized by the ctate are all menbers of 
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The incquities with regard to classes have been spoken of and will be reverteg 
to later, Inequities in rate with regard to place certeinly exist, Mowever, eo 
far as Hew York state is concerned, they do not seem to be serious, As to the 
etate as a whole the average rate is the lowest of any (with the exception of 
Delaware) of the United States, Such inequities in rate are certainly much fever 
than they used to be, 


The fact has been referred to that "preferred risks” and some others are cop 
fessedly rated too high, irrespective of the fact that there may be ether in- 
equities which are masked by lack of definite knowledge, It is worth while to 
ask whether this inequity is a serious one, First, as to the owner of the "pre 
ferred rask:" he is paying only a small premium at most and does aot conphekig 
nevertheless the fact remains that he is paying more than his share of the fire 
loss. Second, as to the agent and the company that receives the premium: this 
is a more serious mattor in its consequences, end will be discussed later under 
the general subject of ageats, Third, as to the risks that are paying too lite), 
at the expense of others: the most serious effect here is that since the rate 
is mot made proportional to the hazard there is insufficient incentive to the 
insured to improve his risk, Any underrating of hazarcous risks is an economic 
mistake. It is a mistake to assess a conflagration charge over the country as 
a whele; it ought to fali on the cities and districts where it belongs, other- 
wise, the country is paying for the hazard of the city, the city grows at the 
expense of the country. The congestion problem is serious enough; it ought aot 
to be fostered by a maladjustment of insurance rates. 


It may be said with regard to maledjustments of rates that it ic a matter 
that will take care of itself if given publicity. The rates on dwellings have 
im general been coming down for years, and the companies will reduce them still 
more if the public demands it, They will sot readily do this, however, until 
they are pressed to it. If, on the whole, the premiums are not excessive, it, 
however, would mean an increase of rates iw certain other classes, 


CLASS IFICATION, 


This leads up to the general subject of scientific rating. In spite of modern 
developments in schedule rating the fire insurance business today is still dene 
in a very unscientific way, To « certain extent it wust always be somewhat un- 
satisfactory as compered, for instance, with the exact methods of life insurance, 
The reascns have already been referred to, the very great complexity of the prob- 
lem, the changing conditions, the presence of an iudeterminate conflagration has- 
ard, This, however, is mot a sufficient exeuse for abandoning the whole problea 
and doing nothing, dismissing the whole subject with the observation that fire 
insurance is nothing but guesswork and never will be anything else; and this is 
the attitude of many underwriters. 


It is simply a very complicated and difficult problem in classification; if 
anything is to be done with it this must be recognized and it must be dealt with 
accordingly. 


All problems in claseification are difficult and different from all others; 
this one undoubtedly is particularly difficult. 
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practically the only light that is thrown upon the hazards in fire insurance 
ig that of experience; and furthermore, the experience to be worth anything mst 
includa not one but many similar cases, The gathering together of this experience 
can to @ degree be done by the mind unaided; co. gathered and assiuilated it becomes 
as “underwriting judgment." In addition to all that can be dene by the 
pelp of exact classification there will always be opportunity for ail that the 
cleverest underwriter has of underwriting jedgment. 


Two objectious that are frequently made to classification in fire insurance 
gre, first, that, if the classes are made large enough to afford a proper aver- 
the clase will be so comprehensive, will embrace such a large rapge, that 
it will lese its practical value; second, that if it is made definite enough to 

be of practical value the number of examples of the class will be too emall to 
yield an average. But these objections are not peculiar to fire insurance; they 
are the two extremes between which any problem in classification must be kept; 
god while they are important they are commonplace; they are taken for granted, 


There ere two principal uses for classification-~and in this it is assumed 
that schedule rating is contemplated. The first use is to furnish detailed knowl- 
edge with regard te the e’ements of the hazard upor which to base the charges of 
the schedule. This is confessedly a very difficult matter, and it is freely ad 
aitted that only the main points could be ascertained in this manner; most of 
the detail would have to be put in with the help of underwriting judgment. 


The second use for clascification is as e test of the correctness of a echedule 
when made, The very fact that the details of a schedule must be largely a matter 
of underwriting judgment makes it of the greatest importance to be able to sub- 
ject the schedule when made to a test to see hew mear'y right thie judgment has 
deen, 


The obvious first test to apply is to see whether it has produced the proper 
amount of premiums, to be gauged, of course, by the fire loss, on the business 
asawhole. But this is only e crude test; the schedule may be producing too 
mich revenue on one class and tco little on ancther, It becomes desirable, there- 
fore, to test it on different classes, and in a great variety of ways, If the 
schedule should stend ali these different tests it would be pretty conclusive 
evidence that it contained no sericus defects, 


The practicability of classification in fire insurance has been increased 
tenfold by the modern sorting machine, such as is used in the tabulation of the 
Usited States census; in fact, it is not too much to say that this gaachine is 
capable of revolutionizing any business in which a detailed mass of statistical 
knowledge is important. Problems which before would have called for hundreds of 
clerks and volumes of weary tabulation can be run off on a machine with an in- 
credible degree of efficiency, The information with regard cto the individual 
is punched on a card and these cards so punched can be sorted to make any de- 
sired exhibit, It is absolutely within the bounds of practicability that ell 
pertinent information with regard to each risk in firo insurance should be punched 
wpon a card and when so done and filed it becomes only a mechanical process to 
separate any information that is desired: for instance, the amount et risk and 
the premium receipts in any given porticn of the city; the amount of premiua re 
ceipts, the amourt at risk and the loxses im any gives class or on buildings of 
any given type of construction, 


The scientific determination of rates has been highly developed in life in- 
surance, Up to the present, however, the problem has been very simple for ia- 
surance was carried on in practically only one class, thet of standard lives, 
that is, persons who could pass the medical examination. Wow, however, es that 
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field has been pretty tuliy covered, the coupanies are pushing into che field of 
impaired lives, substand:rd lives so called, When this is done their probley 
will be essentially the same as the probiem in fire insurance, that ls, a cowe 
pany will make a speciai rate for instance for the following risk, taking all the 
facts as given into account: 


Age: ~- 35. Occupation: - Printer. 
Family history: ~ Mother died of consumption, father died of Bright's disease, 
Personal health: - Overweight, recently recovered from pneumonia. 


It will be readily seen that these are the elements of the hazard just as 
details of construction, occupancy and exposure form the elewonts of the hagard 
in fire insurance; and in fact one of the companies at least is already iss 
vates for substandard lives that ere based on a schedule whose principle is sim 
ilar to that used in fire fiusurance. 


The difference, however, is this: the companies, as a basis fer what they 
plan to do, that they may act intelligently in making rates, have united, through 
the medivuem of the Actuarial Society of America, to combine their experience, The 
work is thoroughly planned and well under way; the cards are being punched in the 
separate offices; they will be united and classified by the sorting machine into 
@ great variety of groups. The result will be « very complete statistical study 
ef the influence of occupation, locality, family history, and personal impairment 
wpon length of life; it will be founded upon the experience of a large mumber of 
companies on hundreds of thousands of lives. 


This te wery different from anything that has been done with the correspond- 
ing probles in fire insurance, Strange as it may seew, rating organizations ip 
the fire insurance business do not themselves possess any classified experience, 
The companies to be sure keep their classifications, but these figures are not 
coubined and the rating is done by 1 committee which makes the rates upon the 
basis of a comparison cf the members’ own underwriting experience. Attempts have 
frequently been made by underwriters to induce the companies to combine their ex 
perience es a basis for use in making rates, but these attempts have invariably 
failed. 


The reason for thie is that a company considers ite experience a trade secret 
and is so jealous of it that it will not submit to its being used for the public 
good, There is in Chicago an organization of about twenty companies which have 
combined their experience but it hes mot been done for the purpose of making more 
equitable rates bet for the benefit of the companies themselves which will thus 
be advised what business they can with profit accept and what they hed better 
reject. 


The situation here is perfectly clear. A trade secret in fire insurance cas 
be nothing more than the fact that a company has found certain classes profitable 
and certein classes unprofitable at existing rates and this means nothing sore 
then the fact that the rates on certain classes are too high and too 
low, Mow any itforwation that is capable of being used to show a company how it 
can make money in view of existing inequities in rates is equally capable of being 
used to make the rate equitable to start with. 


This ie exactly the point whore we fiad the compani 
balance which must subsist between combination on the one hand 
other, The companies recognize the that in 
combine they eust make equitable rates it can be 
tendency is quite in line with this but is actusl practice they fall short. But 
what te there for it save that they should go the whole length and throw these 
pg trade secrets iato the mixing pot that out of them may cotas truly equit - 

@ rates. 
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A few perfectly candid underwriters ansver that this would take ali the fua 
gut of the business and leave it a game that anyore could play. The answer is 
that very likely this is so; it way perhaps not be as interesting to live now as 
it was in the Middie Ages. The fact is, however, thet this is not the Middle 

» that the world is moving in a certain direction und the wisest thing one 
can do is to find out what thet direction is - and act accordingly 


It ie perfectly certain that the public has a right to demand and is going to 
denand that in return for the right to combine the cowpanies shall furnish equit- 
gle rates and not only that but that they shall put themselves iate the position 

demonstrate that they are furnishing equitable rates so far as that is human 


to 
ly pessible. 


fhe old type of underwriter is passing. He did not believe in preventing 
fires; fires were what made business for the underwriters; it wag the functicn 
ef insurance simply to distribute the fire loss and if the people preferred to 
burn their property it was not his business to interfere; it was his business to 
gee that plenty of prcwiums were collected to pay the losses it was not isgpor- 
teat who paid them so icng as they came in; incidsntaily, however, he had a shrewd 
eye for the business in which there was a good profit and let his less kaen brother 
take the rest. 


That type bas nearly gone, The new underwriter has his fece turned in quite 
gother direction. His motto is: "“Zquiteble ratzs and fire prevention and a 
steady profit, all through combination." 


COMBIMED LOSS EXPERIENCE, 


Since the underwriters have failed to take the initiative in the collecting 
of a combined loss cxper:.ence and since it is aecessary, if rates are to be 
equitable and demonstrably equitable, that such figures showld be available it 
seems imevitable that the State should undertake this work, It would fall ia 
very naturally with its other work along the lines of publicity. 


Each company should report to the Superintendent its classified experience for 
the year and for the whole of the country. Such a plan, however, hae so many 
dangers and so many difficulties that it should be adopted only after most care 
ful consideration, At present each cewpany has its cm separate method of clessi- 
fication; most of these are very bad. If the compenics were te report to the 
State it would, however, necessitete the adoption by all of a uniform syste. 

It would be necessary to plan such a system with tho nest extreme care, Another 
danger lies in the possibility that different states might demand the experience 
of the companies classified in different ways; this would plunge the companies 
fate maddening coafusion. 


While, therefore, it is certainly desirable chat less experience should be 
gathered and made a matter of public record no state should enter cpon this with- 
out the most careful consideraticn. I is properly « matter which should be 
handled by a committee of the Mational Conventien of Insurance Commissioners in 
conference with the companies in the sane way that the subject of uniform blanks 
ip handled, 


INBURARCE and FIRE PREVENTION. 


There is nothing more interesting in the fire insurance business today, a0, 
ia the insurance business, for it is coming or has cemwe all along the line, than 
the way im which the insurance of losses is broadening its grasp to take in the 
Meyention of loss. 
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This is not an easy matte* to understand but it is of profound economic signify. 
cance, For if an agency which primarily is designed to prevent the ill effects 
of loss can be enlisted ia the work of preventing the loss itself, we have en 
amazing potentiality for good, all the more so that this comnection has been de 
veloped along purely economic lines, 


The matter is on the face of it hard to understand for apparently by prevent. 
ing fires underwriters are cutting out the very source of their revenue; and yet 
it is possible to go a leng way toward explaining this connection between iagun 
ance and prevention on purely economic grounds. 


Im the firet place the establishment of schedule rating, the analysis of the 
hagerd, the penalizing of definite clements of hazard, puts in the hands of the 
public an instrumeut which it can use with tremendous effect, even without en- 
Couragement from the companies, to improve conditions ‘n the way that has already 
been referred to, The companies, however, have cooperated in this work, not per- 
fectly to be sure, and yet on the whole very acceptably. 


So wich schedule rating does and in a more or less mechanical way, But beside 
thie the companies are carrying on an active crusade to reduce fire loss, The 
work of the National Board of Fire Underwriters has already been referred to and 
while this is the principal single agency which is engaged in this work it ig 
helped along to a degree by local boards and other organizations. 


While it is undoubtedly true thet an underwriter who has once become inter- 
ested in fire prevention developes an interest in it as a citizen that goes be- 
yond his interest as an underwriter it is possible to account for his interest 
on business grounds. 


TRE CONPLAGRATION HAZARD. 


In the first place the conflagration hazard is an unspeakable menace to the 
underwriter as well as tc the public. So far as ordirary losses go there is no 
particular difficulty; they ere sufficient among themcclves to give a remarkably 
stable average. In thie field a large, well established fire insurance company 
is nearly as stable as a life insurance company. But the conflagration hagard 
is totally different. Great conflagrations fortunately do not come often but this 
very fact makes it iuwposcible to obtain a workable average and, as insurance is 
based upon general average, conflagrations are strictiy speaking outside the 
proper field of insurance, But as a practical matter thsy must be included, 
partly because of the difficulty of defining a conflagration and partly because 
public necessity demands some agency that shall do this work even though imperfectly, 


During the last forty years there have been four large conflagrations in which 
the inmeurance liability sust have bean in the neighborhood of $400,000,000. A» 
suming that these belong properly to a period of fifty years and that the cost 
of them should reasonably be assessed to tha twenty largest cities of the coun- 
try it can be shown that on this basis something like 30 or 40 per cent. of all 
the premiums collected in those cities were necessary for conflagration losses 
alone; that is, that on thie basis the cost to New York each year of its confle 
gration hazard, outside of what it may pay for the maintenance of the fire de- 
narteent, is in the neighborhood cf ten million dollars a year. But while this 
affords some notion of the sise of the cosflagration hazard it is of very little 
practical aseistance to an iusurance company, simply because the lew of averages 
dees not work; a fire may start in New York today which will anke such caleula- 
tions ridiculous aad bankrupt most of the companies of the world, 
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It is mo wonder that in the face of this ever present and yet entirely unkncw- 
able menace that the companies do not enter with interest fato the refinewents 
of rating. This explains, however, why the companies are interested in prevent- 
ing fires in large cities, They recognize that the conflagration hazard must be 
out; it cannot be tolerated, there is no economic machinery which can 
cope with it; ic est be stamped out just as tuberculosis eust be stamped out. 


But there is still another reason why the underwriter is interested in the 

reduction of fire less, His premiums are paid sometimes several years in advance 
t lesses that have not yet occurred, If the underwriter can keep the lose 

ratio continually falling there will always be a larger margin of profit in the 
business, even though from time to time premiums are adjusted to the lessened has~ 
grds, But if the loss ratio is rising, before the premiums have time to catch 
up, the losses will have been made. Years ago when the margins were large this 
was not clearly felt but today it unquestionably is strongly operative and indeed 
is sufficient in itself to explain the interest of the underwriter in fire pre- 
vention. 


There is a strong analogy, which should not be passed by, between the under- 
writer and the physicias, Both are primarily in the business of curing ills, but 
beth are coming more and more to be coucerned with preventing ills. That in 
either case there cam be this hearty union of the tvo functions is a cause for 
public congratulation; publicity and education in the field of medicine and under~- 
writing will leed to the gradual elimination of both disease and fire. 


+ In answer then to the underwriter who says that equitable rates make the busi- 
gess uninteresting, it cam be said that the business is changing: the interest 

in the business today is coming to lie in fire prevention and the most progressive 
uadervriters are those who most clearly see these tendencies, 


As this subject of rating has turned cut to be so comprehensive, it is de- 
sireble to make e summary of the whole matter, First, it is recognized that a 
pate equitably should depead upon the hazard; that the hazard, however, is known 
in general only fience; thet for this no one has 3 broad enough 

bat, therefore, the making 6 € eqattable rates tenants 
comporations furthermore tase the cans rates ene seetes Sy I the companies, 
wou et thet the work should aot be duplicated. 


Second. It has been demonstrated by the ence of all times and all places 
that oy tition im fire insurance is an unstable condition which leads to 
general eakening of the companies, and eventually to the elimination of 

‘ur that under 


es that un sz competition there is al discrimi- 
of the policyholder with inflicence, 


The only alternative to tition is, however, combination not mere} 
to make = to maintain rates. This in general or certainly to a Scares nakes 
ets ties ie x obtain insurance t at the pri: Dy 
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trusts and combinations in 
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le, and in meny states so-called anti-c £ 
forbidding the c es to combine either to make or usintain rates. 





Third, The effect of Phe set iccompact laws hee bean oe. 2 orini cack eters 
th open competition, for thio, os has been said, 16 an impossible condition, but 
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to introduce a weckened tubstituce for coxbination, tie selling of "edvisory 
rates by an indepenient rater, These cates in 


: “wed Dut a3 the 
EES. are under no agreement to maintain them, th: way is open to gross die The 
crimination. tendency of in ndent rati : | general toward Righer 
¢ 










tates Of the beneficial economic effects of sc oe 
rati The discrimination in anti-compact states has: become so offensive that =n 
str movemert toward State regulation. 7 “i t 
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Fourth, State regulation is recognized as a far more logical condition thas busine 
oa ip wAlGh anti -compect ams ata gsla Wie blection fo 1 an voles 

actical rather ¢ eretical, The principal question to decide is whe ty out 
the comditions watrant sc radical a step and Seater Lt is likely that conditions ’ 
would thereby be materially impr ° 


= 


The most serious theoretical objection to State rat:ing is that it would be 
likely to make it impossible for ao company to recoup ‘.tself after a conflagra~ 










tion, The practical objections lie in the possibilit‘cs of its being used for The 
tical effect and the fact that the State does mot possess and could not panies 
tain. except with great pains and expense, the expert knowledge upon which to theory 
make rates properly. howeve 
tainin 
TisRh Te donee) ear chal. there hes bag an izcesuive prorit ts the quiry 
business; this would seer; to indicate thet the premiuzs have on the whole not on oth 
been too large. Discrimination betwoen clesses is, however, fourd to exist of the 
referred risks.’ These are conditions ce 
rer, shih oil be igh will be cur rel tendancy tovard equitable sos 
Tating is 8 e. comes 
this; 
See OE eee eae pion, necensary foregut isle rating. bet _cosversely Fating, but i} ule fe 
the making of itabis rates is the consideration which should be demanded o: 
the eee the rijht to combine. The 
Seventh, It is believed that cera and publicity-are sufficient to ip pat 
sure this, particularly as the manifest tendency of schedule rating is in this io the 
ad{rection, the ha 
Eighth. It is shown «hat there is intense tition the The 


rate ng organization; and that this condition differentiates such organiza- are ma 
tions from so-called trusts, that excessive rates are not desired fact ¢ 
‘lead to a dissolution of combination and also to the organization of compan 
peting companies and that t coupetition exists in most parts of the coun- / lected 


try from non-board and mstual companies. to thi 
heavil 

Binth, As the companies have failed to cooperate in collecting a commen loss 
experience which would serve as a basis for equitable rating, it is believed thet The 
steps should be taken toward the acquiremeut by the State of such statistics, aek 
y 
It fe the belief of this Committee that, in the present condition of the busi- taxes, 
ness, competition can be relied upon to keep the rates equitable, particularly Thies 


if re-inforced by publicity. This Committee fails tc find any condition which 
would warrant the extreme step of turning the rate asking over to the State and 
it does not recommend State regulation of rates beyord certain steps looking 

toward closer supervisioe of rate making bodies and the securing of proper pub- 





licity. The Committee believes that State interfererce with rates has not bees Tn | 
beneficial aod has boon brought about upon che violly tlecrerical growsde thet law pe 
Combinations 1p fire insurance were a menace to the reople which am ac taken | 
vestigation ot the facts fails to disclose. his Conmittee believes that 4 event 
purely c view o e inations ire in: vraence might do should not policy 
be allowed to usurp the place of what actual facts urder a reasonable interpre- the ca 


tation seem to show, 
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ENSURARCE COMPANEES and LEGISLATION, 


The interest of insurance companies in defeating adverse legislation is due 
ag much to the inconvenience of adjusting themselves to changed and awkward con 
gitions as to any veal imherent concern in the watter, The public must have im 
gurence and the public must pay for it, If adverse legislation makes it harder 
god, therefore, sore expeusive to do the business the burden falls upon the people, 
pot upon the companies. The difference mainly is that the companies can do their 
pusiness more agreeably end more rationally when the laws are reasonable. There 
should certainly not be ill considered legislation in a business which is so clear- 
ly gutval in its mature, where so obviously and so inevitably the entire cost 


falls upon the public, 


TAXATION. 


The taxation of insurance companies is a good examle of this. Insurance con- 
panies até taxed a percentage upon their gross prewitm receipts, This is on the 
theory that the comparics should pey for the cost of supervision; in reality, 
however, the taxcs collected from insurance companies far exceed the cost of main~ 
taining the Department of insurance. Wo reason has been discovered in this in- 
quiry why the burden vf govermaent should fall morc heavily on this business than 
on other forms of corporate activity beyond the fact of the ease of collection 
of the tax. 


Apparently the tax cones out of the profits of the business; in reality it 
comes gut of the peckets of the policyholders, There is no way of preventing 
this; it is inevitable, There is even e regular ciisvge in the Mercantile schee 
ule for “taxation and adverse legislation." 


The qoletion then ic whether a tax that falls upor the individual in exact 
tion to his fire hazard is justifiable. It is indeed, for this should be 
exactly the incidence of the tax for the waintenance of the fire departwent, for 
in the long run the fire department will be called upon just in prorportion to 
the hazard, 


The real injustice of the tax lies in the fact that the insurance companies 
are made to collect it; the result thus is to disguise the soral effect of the 
fect that a man who hes a fire hazard is penalized for it and to subject the 
company to abuse for the size of its premiums, Besides that, if the tex is col- 
lected through the companies the man who does not insere escapes paying his share; 
to this may be said iu answer, however, that every plan of taxation falle nore 
heavily upon the provident than upon the improvicent, 


The further observation might be made that since the agent takes his 20 per 
cent, commission out vf all the premiums he collects, that it is altogether 
likely that he gets some considerable share of that part that he collects for 
taxes, probably very much in excess of what it costs to collect taxes directly, 
Thie sathed ig then wasteful ia money as well as in moral effect, 


THE VALUED POLICY LAW. 


In a gumber of states there is a law called the "valued policy law." This 
law provides that in the case of 2 total loss, the face of the policy shall be 
taken ag conclusive evidence of Che amount of the less, that is, that io the 
event of a total loss the company becomes liable for the full face value of the 
policy, Wigcomsin was the first state to pass such a law, and it is said that 
the cause of its passage waa the fact that the f wmevs had been sufferers at 
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the tasds of sharpers who sold lightwing rods and insurance, and whsa the farmer 
came to collect on his losses he found he was greatly ever insured, end that, 
even in the case of a total loss, he could collect only a part of the sum thee 
he had paid premiums on, 


The iaw was designed to prevent over insurance, Incidontally, howaver, ie 
breaks down one of the fundamental principles of insurasce, indemnity, One 
eae be indemnified only for what he has lost; now if s houses worth $7,000, is 
ingured for $10,000, end the owner recovara $10,000, in case it is completely 
burned, he has received enly $7,000, of 3 the other $3,000, was wea 
on @ gamble, for the omer of the house was willing to pay the premiums os this 
extra emeunt in ordar to have the chenca to win it if the house buraed, Bat, 
when the event upon which the gamble depends is sometting thot is within the 
centro] ef the person interested, we have a “moral. hazard," namely, in this case, 
the hezard that the inscred will either set fire to his house or thet he wil} 
welan the carefulness which he would have maintained if the burning of hie house 
were going to mean 2 loss instead of a gain. 


A law which would really prevent over insurance would be a good thing, but 
the valued policy law is impracticable fom this point: of view, It was ao 
the lew to wake the ogents ossure themselves 
that in every case the face of the policy was not in excess of the value of the 
property, But as « practical matter this is impossible under existing condi. 
not only a careful inspection of the property by the 
agent, but in many or mont ceses a detailed appraieal, and the cost of euch 
* which would, of course, have to be borns by the policyholder, - would double 
the rates. Besides that, it would still be ineffective, for the valae of the 
pteperty can so easily change: conditions cen arise ~ for instance a business 
ceases to be profitable - which will make the property deteriorate in value, 
is a serious mora! hesard whenever @ property, “or which there fis no de- 
end which is not producing an incowe, can be sold, by setting fire to it, 
an ance company for more than it is worth, 


Le 


insur 
Desirable as it would seem to be, theoretically, to place upou the insurer the 
Guty of determining values before the insurance is ef“ected, as a practical 
matter it camnct be domes; it is a part of the duty of the insured himself, fer 
be of all persens is the one who knows, In tho precess of effecting insurance 
there are wany different pieces of work to be done; many of these quite right- 
fully fa11 upon the company, but there are certain ones which must of necessity 
devolve upon the inoured. Same of these are made warranties ia the contract, 
but others are antouatically fixed by the form of the contract. The duty, or 
self-interest, of the insured in determining the value of the property is fined 
by the provisions of the ordinary policy that the paywent by the company shall 
be only for loss actually sustained, that is the pelicy provides indemnity but 
ia no ease beyond the ee-calied face of the policy. 


Of course, anything that can be done to mske the isurer careful not to ever 
insure is desirable, provided this good ie mot secured at too great a cost, A 
slight step toward this and ons that might go some distance toward mitigating 
the herd feelings of the insured would be a provision that, if upon settlement 
of a loss the property was found to be over insured, che excess premiums were to 
be returned, 


There is mo question that theoretically and practically a valued policy law 
is against public policy; and yet it aust be admitted that the actual effects of 
it im the states where {t is in operation are mot eo uerious as might be antict 
pated. The reasons for thie are perhaps twe: the es have largely ceased 
to write business on which under this form of policy t is a serious moral 
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; and, secend, the effect of the law has been lexgely nullified in the 
io their iaterpretation of “toral," chus making the proportica of “tote!” 
losses iD which the valued feature is operative, very emsali, 


It cam ba said than in general about the law that where it is in free opere 
tion it must aad does increase the moral hazard, but that im actual practice its 
effect is, toe certain extent, to prevent free insurance, but in effect it is 
largely @ dead letter, 


THE CO-INSURANCE CLAUSE, 


In guch the same way that the rate in life insurance depends upon the age of 


the insured eo the rate in fire ingurance depends upon how large a percentage of 
the valve is insured, This is not at all evident at first sight, and must be ex- 


Let we take ec extreme a case that the force of the principle will be compell- 
ing, Suppose two stocks of goods of the same character and similarly situated, 
the culy G@ifference being that the first is worth oaly $5,000, while the second 
ig worth $100,000. Let us suppose that in each case there is an insurance for 
jest 95,000, that being the entire emount of fasurance. Wow under which of thase 
polictes has the uoderwriter more at risk? In the first cese it will take a tot- 
to exhaust the insurance and a 5 per ceat, loss will amount to only $250, 
the second case any loss rhat is over 5 per cent. of the value will ex- 

t the whele emount, It is vastly wore likely evidently that thore will be 

a per cent. (of ower) in the second case than that there will be a tet~- 
al loss in the firet case, for mamifestly there ere meny fires that bure 5 per 
cont, of over to the few that burn all, The insurance company could therefore 
by no means afford to sell the insurance in the two cases for the same price. 
This ie the simplest possible demcnstration of the fact thet the iasurance rate 
gust depend upon the retio of insurance to valve. In tha first cease this ratio 
vas 100 per cent., im the seccnd case 5 per cent.; the rate must be higher as the 
ratio becomes lower, 


This cam be stated in another way: the real cost of the insurance depends upon 
the average loss payable under the policy, but thie will manifestly be greater 
if the values are greater, 


This can now be brought owt in wore detail, There ara statistics that show 
that on @ certain class of buildings there are approximately the following losses 
for every $100 worth of property value: 


On the average, out of every 100 fires: 

82 that do a damage of less tham $10 on the average $2, waking 

altogether @ loss Svccccccdeddedcctettrcccscedboocece tives cosGhGhsO8 
6 that do a damage of lease than $20 and wore than $10 on the 

average $14, waking altogether * loss OF cocccccccccccccccesecce 84.00 
3 that do a damage of less then $30 and more than $20 on the 

average $25, making altogether a loss Of... ccccccccccccccecees 75.00 
2 that do o damage of less than $40 and more than $30 on the aver- 

age of $35, making altogether a loss of,..cccccccccsccecccecscs 20,00 
1 that does a damage of less than $50 and more than $40 on the 

average $45, making altogether a loss Of.....cccccceccccccececs 45,00 
1 that dees a damage of less than $60 and sore than $50 on the 

average $55, making altogether @ 1083 Of ccanccccecovecsceseeee 3535.00 
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1 that does a damage of less than $70 and more than $60 on the 

average $65, making altogether @ loss GE cccccccccecccncocccccct 65,00 
1 that does a damage of less than $80 and more than $70 on the 

average $75, making altogether « loss Of.......ccccccescccecess 75,00 
1 that does a damage of less than $90 and more than $80 on the 

average $85, makiog altogether a loss Geecccccccccccceccaccccce 85.00 
2 that do a damage of less than $100 and more than $90 on the 
average $99, making altogether a loss Seisavsnseacaaensucacane 


E 


100 Total. seccccsecccccvocccescececcerecescecccenccc0cccc ccc e $916.00 


! 


That is, every 100 fires bura altogether $916 worth of property, suppos 
property in each case 


companies would have been as follows: 


82 losses of $2 each, mekiag altogether. ..ccscocecsscccccccsccccc cess o$h64,00 
18 lesses of $10 each, waking elcagethet, sccsccccccvccencccccteccecces 


— 180,00 
190 TOCAL. ccsccececcccscccccscevonserssesececssconcoccceceses eS Seb. 00 


Tt te obvious that om the eighteen losses in which the damage was more then 


$10 only the face of the policy would be payable. If we assume that there is on 


fire out of every 100 heuses at risk, 100 fires will represent 10,000 risks end 
the premium that eust be collected from gach of these 10,000 risks to pay thi 
loss of $344 will be $344/10,000 or 3.44 cents, This, it is understood, is the 


met premium without aay loading for expegse. Three and forty-four one hundredths 


cents is the actual premium, but the rats, based on $100 is ten times this, or 


34.4 cents; that is, $10 ef insurance at: the rate of 34.4 cents per $100 amounts 


to a premium of 3.44 cents. 


Bow in an exactly siwilar way, the cobt to the company of carrying $20 of ia- 


@urance can be computed; there will be: 
62 losses of $2, waking GROSHOCREE . cc ccccccccccctcccccccccccccoccccccsGheneee 


6 lLesses of $14, making @ltegether. .cccccccccccccecccccceccceceececes 84,00 
12 losses of $20, waking @ltegether...ccccccccccscccecccsecceesccoeces 


ri - ) PPPPETTTTITITITTITITITiTiTirresrrersrrerrrirri rire 


Ils 
EE 


To pay this loss each of the 10,000 risks must be assessed $1,488/10,000 or 


4,88 cents. Thies is the premium for $20 of incurance but the rate, on the basis 


of $100 is five times this or 24.4 cents; that ic $20 of insurance at a rate of 
24.4 cents per $100 will emount to a premium of 4.88 cents. 


This same principle cen be carried cut for any given eaount of insurance, Take 
jest one more case: suppose the insurance is $80. There will then be payable by 


the company: 


82 lesees of $2, asking altogether, ceccccceccsccsecsccecccoecccceec ce cFhOeo OO 
lesses of $14, making BlCogethersscccccccccvcccseccocecevceccsecces 84,00 
losses of $25, mak ing. @ltogether. occocccccvcacescvcseeceocesccescse 75.00 
leeses of $35, making altogether. ccocsecccccesccscooccceececossccee 70,00 
oss of $45, meking @lCogetherscccccccccccccccseccecececcccsccesees 45,00 
loss of $55, meking altogether. ooccccccccccsccsceceeseccecccceclees 55.00 
loss of $65, making EN 6 d0060006sweetdssbacddassctceceeaaees 65,00 


me ew is m@ 
Soa 


to have hed a value of $100. See 46 Ge caus et nee 
just $10 of insurance had been carried for every $100 of value, the losses to the 


taser: 


ate ot 
ciple 
near]; 
so why 
the pi 





ese 
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1 1088 or $75, maciag altogatiesecec 2o0N eC rze0e¢00 Quc etcaecoucoer o% 73.09 
3 Jogsea Of $89, making altogether... .ccccsccecooseovccocosoesscvceve, 2a0g00 

—_ 
DaCah 6 occerdcdsece cannes isco 66660 6b06066066660 60866688 ¢ ° 73 oo 

Loe 
_—— 

— 


The cum that aust be collected? from each of the 10,900 risks will be $873/10, 000 
or 0.79 cents. This is the premium for $80 of insurerce, bet the rate on the basis 
of $100 will be 5/4 of this or 10.91 cents, that {a, $30 of insurance at a rate 
of 10.91 cents per $100 gives a premium of 8.73 cents, 


In the table belcw are presented the rates that will correspond to variove per- 
centages of insurance to value: 


if the insurance is 10% cf the value, the rate should be......ccccccorec00. 
1f the imaurance is 20% cf the value, the rate should be.....0,0co0c0000 24 
If the insurance is 30% of the value, the rate should be......cccoccoscee 020 
If the insurance is 40% ef the value, the rate chauld be.,...5.c0sce0000 i? 
tf the insurance is 50% ci the walue, the rate eliould be.sccoscccccro000e oS 
If the insurance is 60% cf the value, the rate should besos tccccccccvcece 03 
If the insurance is 76% cf the value, the rate should be... cccsce. ae 
If the insurance is 80% cf the value, the rate should ba dds neeh cin Geen ones wo 
If the tmsurance is 90% cf the value, the rate should be,..so5506 : 10 
If the insurance is 100% of the value, cha rate eheul< da...., 


>ooes oon 


This ic not only @ prectical demorstratioa of the fact that the rate ia fire 
insuresce must depend upcn the percentage of insurancs carried, but, if the fig- 
ures wpon which it is based were correct, it would de a determination of what 
the net rate shocld be, It is uadersteod, however, that the particular figures 
nere given are only in wey of illustration; the principe that <he vate falls as 
the ratio of tesurance ccrried fucreeases holds whatewsr the figures that are used 
even though large losses vere relatively wore frequent than swail ores, 


The prineiple that is here established is that the rate in fire iasurance sust 
equitably depend vot only spca the class of risk, bet upon the perceatage of im 
surance carried, an that for example a rate of nfacty-three cents vhich might 
be righe if 80 per cent. of insurance were carried wo.id be auch ice low 1f only 
30 per camt. were carried. 


The situation is exactly the seme eas in life insurance where the cate wust 
equitably depend upon the age, A premine ef 423 fer « man 25 yeers old would 
be far too low for o mea OS years old. If ‘asurance vere sold te these tuo cen 
at the same price the effect would be that the young waa would be helping to pay 
for the hazard of che olcier man and, stiil wore te the paint, thet eventually 
young men would refuse t« enter fate such en unfair be rgain and the ccepany would 
be doing @ business only with o14 men fer whom confesiedly the rate would ba tao 
low, 


The principle is exect.iy the same im fire insurance, If a man who carries 80 
per cent. cf insurance i: chargei the same rate as a n2a who carries only 39 per 
cent, the effect is that che wan whe carrias 80 per cunt. will be helping to pay 
for the hazard of him whe carries only 30 per cert., ond still mere to the point 
that the tendency would be, ender this unfair arrangeuent, for men to refuse te 
iasure for the larger ammumt. But that this "adverse selection" doa3 not cper- 
ate 60 strongly as ir itfe insurance is due te two causes, first. chat the ori 
ciple ig not ao clearly scen as in life insurance, ard, second, that full, or 
marly full insurance is in most cases ncedad at amy price; this is particularly 
so where the property is wortgag2d, the conditions of the mortgage requiring that 
the property be well covered by insurance, The situctien then is this: equity 
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to the policyholder demands that the rate should be adjusted to the percentage 
of insurance carried and to a certain extent the result fe, tf this is not done, 
that insurers will carry less insurance than conditions demand, 


How, it is impossible to base a rate upon the percentage of insurance to value, 
unless this percentage is known, But to know it means to know the walue of the 
property and here we are brought up against the same difficulty that arises in 
the case of the valued policy, namely, that, as a practical matter, it is im 
possible for the company to ascertain values. Im the consideration of the valued 
policy law we have already reached the conclusion that this work wust devolve 
upea the ineured for the reason that he, if anybody, is the one who knows the 
values, at any rate he ought to know, 


That the responsibility belongs with the insured .s récognized in an 
known as the co-insurance clause, in which the insured warrants that he will 
maintain at least a certain specified ratio of iesurance to value and, f 

shalt S nsurer for the deficit, 


That is, a failure to mointaia the provisions of this warranty, instead of 
tending to invalidate the fusurance, simply bringe in the insure! ‘co a new role, 
mamely, as ineurer for the balance by which the actual imsurance that he carries 
falls short of what he warranted to carry, 


Or, to state it still differently, by the agreement the warrenty is automsti- 
cally observed because at the instant that the insurance in companies falis 
shert of the required amount the insured himself enters as a "co-insurer," 


This, when understood, is reasonable, but ite comsequences are not easily seen, 
Te understand its workings completely, it is saecessary to take some concrete 
cases. 


In the follewilag examples an 80 per cent. co-insuracce clause will be under- 
stood, that is, one in which the iusured warrants that he will keep his property 
iesured for at least 80 per cent. of its valwe. Only cases will be considered 
im which the insured fails to live up to his agrermeat, as, of course, other- 
wiee the settlements will be the some as though there were no such clause, 


LeOUr ARCG<- <- eo cee cee eeoeecenoe SSPE SHOES OOS FS OSSE EOE HSESEOOBDOBDOAED $0,000 


LOBE < © 9 00 96 000 880 8 6 OOS 88 OO SBF FH SOBA THOS RO OL OH OERBORM OD 


— se 


Here the egreement called for $30,000 of iesuraace; the policyholder, is, there- 
fore, a co-insurer for $30,000, ‘The insurance therefore stands: 


@B «----- SOOO CSS SE BESET SSTEBSES OBHBUOBEOHO RSE SDASSOSOS® na eeecrennn§ 50,000 


Compent 
Bimsel f---ce nc cece noscereccsocscnnce oe censor seecoorerescenne corncese 30,000 


Total------------00--nennn none cow ene non ene n enn e=sen===$ 80,000 





On any loss, therefore, the cozpanics contribute 5/f and he himself contributes 
3/8; om the lees of $20,000, therefore, the contributions are: 


2 SO OSS OOSSBS EOE SS OSS BEBE S SHE SHB SOA BDAABDHBODOEBOOD ownsen$ 12,500 


Hime! f----o<co-encecereenw ew enee ween eereeecenscceseenscccescoceseces 7,509 
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That is, in spite of the fact that he carries insurance of §50.CN) he is able 
to collect only $12,500; the balance of the loss be is compelled to ucand himself; 
why? because his rate was based on the assumption that he would carry 00 per cent, 
ef insurance; ia reality he carried only 50 per ceat. of insurance and co doing 
he should have paid a higher rate. The rate that he paid was not sufficiont under 
these circumstances to buy complete indemnity and the deficiency was measurcd 
by his own forced contribution of $7,500. 


Case IL. 
Yeluer-sorrn tenn n een ete re enn n nemo renew nwewe nn en enna sane nsee- = -2~--- $100,000 
Ingurance----~~~- Seren ee ree n mew ee cn een cen eer en neenweeeeenncene-scee> 50,000 
pgsooeosenoossen as ese ee ee ee ereceecs eccoacccece «<---> 80,000 





Here the ‘value and insurance are the same es ia the previous cese, the only 
difference being that the loss is larger, namely, as it happers, equal to the 
qnount of insurance that he had agreed to carry. 


Here as before, as he is a co-insurer for $30,000, the company's contribu- 
tien will be 5/8 and his 3/8. But 5/8 of $80,000 is $50,000, the full face of 
his policy; he, therefore, obtains from the cowpasy the full amount of his in- 
gurence, the $30,000, that he must contribute, being only the amount by which 
bie fasurance falis short of the loss. 


Case III. 
Valueceeeeeoos"*"*<e"---= SS SS OSE HES FESS OHO OEE See Cees --$100, 000 
[ngurencd-----99--2e we nw en ene nee n ewe nnn s 2 eee ene ene en een ee- +e 50,000 
Lese@---° OBO S OSS SSS OSS SS SSS SESS 6 OS 6 OSS SSS 5S SSSSSESOS Ser eea ewe eres seeneeee 90, 000 





Bere as ia the two previcus cases, the contributica of the company will be 
§/8 ead his owe contribution 3/8, But 5/8 of $90,000 ts $56,250. This ic wcre 
than the face of the policy, and as the liability of che company ceases at $50,000, 
the policyholder must stand this loss of $6,250 in additien to his own contribu- 
tion as @ co-ingurer of $33,750, that is, altogerher the $40,000 by which his 
less exceeds his {nsurence. 


The conclusions ere these: the co-insurance clause is operative, in effect, 
only when the loss is less than that percentage of the value that is named ta 
the agreement; on losses abave this, for instance total losses, the company ie 
liable for the entire amount of the insurance. An interesting consequence of 
thie may be adverted to, If the co-ingurance clause had been in use to any large 
extent in San Francisco the rates would have been corresponding icwer and the 
ssouat of insurance carried would have been higher and yet the insured would have 
received the full amount of their insurance because the losses were all practi- 
cally total. 


The lowering of the rate has been referred to; the effect of the introduction 
of the co-insurance clause is, of course, so far as the liability of the company 
is concerned, to fix the ratio of iusurance to valve, so that it is possible aad 
customary, upon this basis, to make the rate depend upen the percentage as we 
have seen that in equity is due. 


Usually 80 per cent. is taken as the standard, the rate for 90 per cent. and 
100 per cent. co-insurauce being proportionately lower and the rate for percent~- 
ages less than GO being proportionately higher. In some places, cs ia New York 
city, the insured is not free to choose what percentage of insurance he will 
carry; in that case, usually, as in New York city, 80 per cent. or over is pre 
ecribed, Io practice this is act so arbitrary and narsh as wight seem to be 
the case, first, because wost of the insured desire to carry at least 80 per 
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cent. of insurance and, second, because where, as in fireproof office buildings, 
the insured might very naturally desire to carry only partial insorance, as a 
matter of fact full insurance can be given at searcoly any additional cost, 


The general conclusions we reach with regard to the coinsurance clauec are 
these: that the principle upon which it is founded, ramely that rates should 
be based upon the percentege of iasurance carried, is aot only sound but is eg) 
solutely requisite if the equities of the insured are to be preserved; second, 
that the co-insurance clause rightly recognizes that <s a practical matter the 
responsibility for mainteining a given percentage of insurance must rest with 
the insured; third, that the operation of the agreement is automatic and fair, 


The objections that can be urged to the coinsurance clause are aot on thes- 
retical but on practical greunds and are entirely due to the fact that it is ia 
use where it is not understood, It is perfectly true that the coinsurance clause 
ie @ dangerous thing for a person who dees not understand it and for « perses 
who dees not keep close watch of his values, - net dangerous in the sense that 
the insured will mot get what he ought to get, but in the sense that he will aot 
get what he thinks he ice going to get. But, should the goverament undertake to 
ghield those who enter inte a contract which they do not understand if this must 
be dene at the expense of the real equitics of tha mass of the insured? 

col 


The very purpose of tha usurence clause is to place upon the insured the 
responsibility for ascertaining the value of hie proparty, and for keeping it 
properly insured; ead it goes without saying that, having assumed thie respoe- 
sibility, he aust live up to it or he will be caught at a disadvantage. 


4ll that the insured needs to know, as es practical mstter, is that io sign- 
ing, say, en 80 per cent. coinsurance clause he agree: to keep at least 80 per 
cent, of the value of bis property covered by insurance, and that in failing to 
do so he wakes himeelf liable to the loss of part of hie indewmity. 


4 number of states have laws prohibiting the use of the coinsurance clause, 
bet ameng the larger, sore istelligent buyers of inseance the demand hes been 
60 great for it thet in one state, Michigan, a law wa; passed making it legal 
if signed by the incured; and in another state, Missouri, the law by commen con 
seat of both parties is net cboerved, that is, the coinsurance clause is used 
although settlements ender it cennot legally be enforced by the companies if the 
iasured cares to resist chen, 


The enactment of an anti-coinsurance law in a statt like Bew York, where there 
are so many large values to be protected, and where the general stendard of ia 
telligence on insurance matters is high, would result in seriows inequities and 
would meet with strong cppesiticn from the iusured. 


The antagonism toward the coinsurance clause 19 wery typical of the public 
attitude toward insurance in general. The pelicyholder who, by his own care- 
leseness, has been caught under-iesured and heace canzot collect full indemity 
leses sight, in the presence of his own personal and tumediate grievance, of the 
fact that he and other policyholders were getting their iesurance at a lower price 
because of this very agreement vhose adverse effect he now feels. 


The equities of the mass are lost sight of; in other words, the shert view 
takes the place of the long view. But the wery nature of insurance demsnds that 
the long view shall prevail, otherwise the whole system breaks down. 





for cm 
to eee 


The 
He it 


ai) 


cRGEE. (BR 


eee 


SERS. Bee F 


egeces 


7 


THE INSURANCE INDUSTRY 2837 
REPE: Sz, 


Qut of every dollar that is psid into a fire iesurance company cn the average 
36; cente is paid out fo: cxpease, This scems a very large amount for a busi- 
nese Which consists, essentially, simply in the collection and subsequent dis- 
tribution of moncy. The following may be taken te be a norms] distribution of 


this: 


Per cent. 

Soleries, rent and general adpinistrative expense------- aowne sn ewene 7.5 

a i: a aradadadaain a tang Penensern Se stenteoewnerres ° 21,5 

[oe O eS Se ROR SSRN TS ORIN OES RN CRS ROHS SESE CORR ON NOOR ee em mee - 2.5 

1 agents - salaries and expenses------------------~----2- 2+ ~~~ 3.5 

Inspections, local boards, etc.~-~----~=- Ser eese renew nn neeeeee conee -- 1.5 
Printing, postage, COC, reser eres ercance PSS OS CHO SOS G8 SSSSSOSOHSSER 


+ 








fhe largest single item of expense is the 21.5 rar cent. that is paid to agents 
for cemmissions, This {: a large amount to pay to a middlemen, it is necessary 
te sce just what value ‘3 received for this, just wiat the service fa which is 
performed by agents. 


AGENTS . 


The egent in fire insurance is far nore tapertent than is generally recognised. 
He it Le whe virtually docides what risks t sy hail "> what it 
ghell refuse, and what 6 


= ik. 


ia t spon the judgment cf its aprats. Tae charucter of a com 
is therefore largely determined by the character ef its agents, It 
2 F power to uak2 or rule a company’s business: 


The agent ‘e the one who comas in direct personal contact with the insured, 
the company cever, Furtnermore busincss is usually done by the insured with 
the agent on a purely personal basis rather than because he represents some pare 
ticular company. The prsperty owner gives his business te an agent whom he knows 
and in whom he nes confidence and in general lets him select the company that 
be will place it im. Tha fact chat the agent has this personal clientele puts 
him in the position virtualiy of controliing a certain aucunt of business; es 
amstter of fact and as 2 matter of lav, the besincss belengs to him rather than 
to the companies; it has been decided by the courts, for instance, that the ex- 
piratios books are the property of the ageut and cannot be claimed by the company. 





aad 
wail be the specific, writcsv cerms of the policy, While 
the exercises tha cight review, it is axifsstly necessary that it 
Tid be main rei 





Ie will be easily realized then why the agents hava such a domivent inflvence, 
It fe they who control the business; the companies must come to them for business, 
end tn general must come to their terms. The caspenies seek the egents, act 
gents the companies, except to a degree in large cities. 


Fire insurance agents occupy a very curicus and anomalcus position, Legally 
and in fact they are agents for the companies snd must protect the companies’ 
faterests, but at the saze time their personal relationship with the insured 
mekes thom equally solicitews for his best interests. Add to thie the fect that 
tée agent represents not one but several companies and that he is called upon 
to distribute his favors among them all, end we have a notable exemple of a man 
who is serving wary wastcre, That the system works 23 well as it does is remark- 
able and particularly when the oqually ancmalous condition is noticed that in 
general agents ere paid a commission upon the premium receipts, so that a large 
Wraatie oe thao ageats sPrespective of whether ths relells are favorable of Ga 
feverable to the cammanr. 
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The tendency is for companies im their competifio: for business to appoint 
agents, not for their real worth, but because of their ability to control busi. 
ness, and this even goes so far as the appointment of persons who are qualified 
im no other way, persons who, because of their connections or because of the 
syepathy they command for some misfortune, can turn cver certaio lines, 


When one considers the v r ible ition of an sponte not oly ie 
binding the company, but Lo seasteecotion oF the fact t it s in 8 









COMP STITION, 


We may consider competition to mean a state in which sellers are trying to 
attract buyers and if the competition is open there is no bar to this, The 
ieaducements offered way be of varicue kinds; in the first place the induce- 
ment may be a reduced price. This inducemesat is aot made unless the buyers are 
in e position te understand end take advantage of it. In the recent investige 
tier of life iasurance, it wes found that competition had not acted to reduce 

for the resson that the real price was largely dependent upon the divi- 
@ end thie was so technical a weatter that it was mot understood by the 
imeured. In life insurance competition is turned in other entirely different 


Ie fire ineurance, on the cont: , pompetition hes acted, as we have 
ma, laveriably to a reduct 3 tates beyond a point that was to the beet in 
DE eit insurer or imsured, The result has been tha’ her by sar 
rs ¢ ma therw: a prices in | | iB. Re we 4 , t?'¢%a _ 5S 
@ competition ia that direction ts xter ni ted 
COMMISS 1088 . 


Inducemeats therefore of some further kind must be made. Mow in fire inesur- 
eace, the business is controlled as we have seen by the agents. The companies, 
therefore, instead of trying to influence the insured meke inducements to the 
egents, These inducements are of course eainly high commissions. In edditica 
te this, however, the companies, as has been said, try to induce business by ap- 


pointing more agents than are necessary and agents that are not really competat, 


compete tbetei iss in fire inevrance has acted badly both as regards 
y x ia erent ways. t iven rates too iow and 
too high, And just as compenies < to & Fates to a 

les have 


xr leve to standardize ¢ 


aE sem, 80 tie nore, conservative companies 
bined to lower commissions and to ctandardlse then, the so-called Kasters 
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In the Bastern Union territory the commission paid has been a flat 15 per 
cent, In the Western Union territory there has been a graded scale of 25 per 
cent, oo preferred rieks, 20 per ceut. on brick mercantile buildings, and 15 

cent, on other classes. In the excepted cities, the comsigsions are open; 
io general they run much higher than in Union territory, in some cases as high 
as 45 per cent. 


The meubership in the Unions consists in general of the strongest, most com 
gervative companies, The non-Union companies outnumbct the Union companies, 
bot in amount of business Gone the Union companies are much in the lead, 


The non-Union companies are with few exceptions companies that are so weak 
gs to be unable to procure the best business without fering some inducement 
either to the policyholder ie a reduction of rates (the noa-Union companies 
gre largely non-Board companies also) or to the agent in an increased comission, 
In the case of preferred risks thie competition becomes intense and often leads 
to commissions that are ebsurd. In fact, competition on "preferred risks” emong 
the aon-Union companies has gone so far ag to drive thea, in Western Union terri- 
tory, into a “non-Union union, called a “Bureau,” with a scale of commissions 
seuevhat higher than that of the Union companies, 


In general the Union companies have been able fairly well to meet the compe 
tities of the aon-Union companies, the advantage of their greater strength sore 
then offsetting the inducements offered by their competitors, but in the Eastera 
feien territory the competition has recently becomes so intense that the Eastern 
Qeion has been om the verge of dissolution, It has been saved only by yielding 
to the pressure of the agents and raising ite cowissions to a graded scale sia- 
{lar to that of the Western Union; at the same time, howover, steps have been 
taken to reduce commissions in the excepted cities. 





iM * pes M 
ficial evile and attack the root of the matter by redu 2 
‘referred risks;" to satisfy the public that they ere thoroug im earnest ia 
p reduce the ex of the business this step aust 
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in other ways so difficult to 
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It is possible that in some cases at least, the commissions on preferred busi- 
nese ate mot too high, but nevertheless they are, in the way that they have come 
about, a clear indication that the business is rated too high, 


The making of the rates equitable on all classes and hence the elisination, 
so fer as that is possible, of the “preferring” of any cone class would perhaps 
aot solve the commission problem but it would certainly go some distancg, in 
that direction, 
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fhe proposal to limit commissions by law should be kept as a last resort, 
There is an intimate relation between rates and commissious, but of the two 
the subject of rates is wore fundamental. Rates sre getting steadily more equit. 
able; furthermore, the fire insurance business is changing now very rapidly; 
time should be given to see whether the further progress of rate equalizatto, 
and the rapidly chauging conditious and spirit of the business will not bring 
improvements in the matter of commissions, If this is aot accomplished it woulg 
certainly be within the proper function of the State to see that this expense 
is regulated by law, 


Ie this connection the subject of contingent commissions should be spoken of, 
Theoretically it seems entirely wrong to pay an agent a flat commission upen 
presiums, because by this system of paymeut he fails te have his interest iden- 
ecified with the interest of the company and the public io the prevention of fire 
loss, He gets his premium whether the risk burus or not, and in fact to @ de- 
gree an occasional fire helps hie business by bringing to peoples’ attention 
the need of insurance, As to the actusl workings of the system only this can 
be eaid: there cre all kinds of agents as there are all kinds of men in genral; 
some are very careless ebout writing risks, some are very careful, But on the 
whole agents are not interested iu fire prevention to eny such degree as che 
compenics. 


Thie seems radically wrong, for no one touches the problem of fire prevention 
eo intimetely. It has been proposed to force an interest in the agent in fire 
prevention by making part of his comission contingent upon the earnings of the 
company upon the business which he has written. Im fact one large and prosper- 
ous company already pays many of its agents upon this basis. Some few objections 
have been mede to this plan,’ but none that seem important. The plaa of paying 
agents contingent commissices was emiorsed by the lest Convention of Insurance 
Commissioners. Your Committee does not recommend legislation this subject 










The expense problem ic unquestionably the most perplexing problem in the busi- 
ness today, It is seen that the tendency of free competition is to drive com 
miesions higher and higher and it is difficult to see what will restrain this 
tendency except cambinatioas of the companies to regulate commissions, Such or- 
genisations then as the Rastern Union chould be encovraged*, Im addition to the 
expense that arises frem high commissions’ we have also seen that there is e waste 
in the business produced by too great a mrmber of egents and particularly by the 
appointment of agents who are incapable of performing any real econonic setvice, 


The companies show so sigus of taking auy steps to improve this latter conéi- 
tien, The better class of atents, however, through their organizations, are 
govieg im this matter, not so much for the good of the public as for the sake 
of better conditions in the business itself; it has teen freely suggested by 
agents that the State should undertake to protect the public from {ncompetency 
in this field. Certainly if the State finds it desirable to go so far as to set 
up s standard for veterinary surgeons and for plumbers it is reasonable that it 
should set up a standard for the agent who, by carelesuness or fiacompetence, can 
invalidate his client's insurance or plunge the compznies into severe losees, 
tt would seem desirable that an exemination for competency should be provided 
by statute or that the Superintendent of Insurance should be expowered to fix 
standards of competency and license caly those who are able to comly therewith; 
furthermore, that a foe should be charged. This would help to reduce the umber 
of unnecessary agents, particularly if the fee were large. It is doubtful, how- 
ever, whether as a practical matter, the State could go very far in this dire> 
tion without bringing inte operation the retaliatory laws of other states to the 


£ domestic compznies. 
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SAYERS and FIRE PREVESLICH, 


One other aspect of the expense problem wust be spoken of, atteation has 
aitesdy been called to the fact that the tendeacy in insurance is now very 
etrougly toward “prevention,” Im ono field, steam boiler insurance, this hes 

so far that the preventive work of the companies hzs become far sore in- 
tant tham imsurance proper, It is so cbvious thet the blowing up of beilers 
ghould be prevented rather than thet they should be allowed to blow up and the 
losses distributed that as a matter of fact cver 80 pe: cent. of the premiuns 
ere used for inspection end other preventive work, 


It ought to be almost equally obvious that fires and deaths sheuld be pre- 
vented; we are accustomed, however, to think of them both as ineviteble; death 
is inevitable, to be sure, but uot untimely death; we are coming more and more 
to know that fire aod dicease should both be eradicated, 


fow in the face of this tendency the question of expense, serfous es it is 
now, 19 @ etill wore serious one to meddie with. Fo if it ie really true 
thet the destiny of inscrance is to beceze preventicn, es ster boiler insur~- 
acce bas become, the expense ratio mst increase fnstead of diminish, nawely 
by all the expansa of inspections and cther preventive werk, Arbitrarily then 
to limit expease would be a very dangerous step fer it might discourage this 
very developasrt, 


BROKERS , 


The fire insurance business is characterized by its greet variety of lecel 
conditions; the same company often dees business very differently in different 


states and even in different parts of the same state, It is i sible fer ta 
stance to treat the broker in fire insurance in a cena tae te ee eae yj it: Guo pars © 
the country he is leoked u as af upoized evil and ia ancther pect he has made 
for Steel? @ theroughly houcrabie and useful place. Xe -_— 


It is evident that there must be middlemen between che company and the ic- 
the country ard enail ci ge are the iocal agents; in sans of 


the 1 cities also the business is eatirely in Che Keods of tue agente aad 
their paid solicitors, but im moat of the large cities there bas item ap. to 


a or less extent, e class o vi 
ee to the « fes, The agent ana the broker are largely cemplemestaty, 
e3 usually means the abscace cf Che other 



















few lccal agents. 


It ds impowsible im large cities for the insured tc come into direct contact 
with the company; whothe: the middleman is the agent (and his paid solicitors) 
or the broker is, in an cconcmic sense largely a matter of indifference, pre- 
vided both are efficient - chat the work of each ies real service. 


Fundamentally che broker is one whe can control a line of insurance; he vwir- 
tually selic it to the company; his pay is in the form of a comission, if 
this were the whole of the service that the broker performed “and in sews cases 
it ig hardly more than thie) his existence would hardly be justified; at best 
the only econcmic secwico that he perfcrmed would be the covering of sawe prop 
erty with inscrance which would otherwise be allowed to go vaprotected. 


The broker hae howaver in geveral developed toa int several stens in ad- 
vance Of Chis, CGmoetition for Business fas | creed ifs <6 find Gaye <6 make 


——— 
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himself? vsefzul,. 
Value in retura. 
SNES 


That broker wil 





et the most business tho can give the most 
qounnunsrennntiiemsnnne anes ee 


How, im a large city where the insurable vwaluas are large, where the con- 
ditions are cowplex, where the rating is dome by schedule, where eacugh good 
inasarence is difficelt to find, it is not hard for the broker to find valuable 
services thet he can acceptably perform, They ate much the same eervices which, 
im the absence of brokers, would be performed by agents. He becomes the 
aéviser of the insured, he inspects his preperty, he studics his echedule, he 
finds whet changes can be made to reduce bie rete, he plens these chenges in deg- 
tail, or if tho building is ctill im the hands of the architect, he joies with 
the architect in a study to make it e superior risk, he decides the written part 
pelicy and the aepprepriate forms, he picke cut the companies to whan the 

be given, he gives legal afvice, he attends to adjustments of losse- 
all of these services and perhaps othere are performed by the brokers who have 


Im all of this the broker is acting as agent for the insured (although he { 
paid by the companies). it can herdly be denied that one who has feund as auch 
work as to do has justified his existence. And there is perhaps a 
advantage in his representing the policyhelder instaad of the company for it i 
beyoud question that the wan vho has large insurable interests aseds this ex- 
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these services requires the employacat of a large office force 
and « ouaber of experts, and so, either as cause or effect, it has happened that 
ia 8 the larger effices that can offer tha most capable service, 
evil" has to do not with this class but rather with those who 
e hardly more than solicitors, There are ebout 7,500 brokers that are certi- 
the Mew York Fire Insurance Exchange; of these probebly 5 per cent. 
the business. Do the remsiniug 7,000 perfore any really 
service for the public? If not, had the majority of thea not better be eliminated? 


It is mot true, te be sure, that the support of these falls entirely upea 
the insurance business, for most of them cenbine thei: insurance with real es- 
tate or something else. It is not an easy question to dispose of. Even granted 
thet « aumber ef ueeubers of a commnity are out of place economically, it is 
quite ancther question to knew the wisdom of whether and how te try to put thes 

Even if these brokers were elininated as brekors would they act tura up 
as paid solicitors in the effices and things go on in euch the same way? 





- 


) brokers: further 





Brokers occupy a somewhat anomalous position in that they are agente of 
the insured and yet are licensed and paid by the coay:nies, Trouble kas oftes 
arisen from this fact, The policyholder has found himself unprotected because 
ef failure of his broker to Cura cver his premiums to the company; furtheruore, 
it ie often impossible in the cace of cancellatioas for the companies te edtain 
reture commicsions from the broker, To cerrect this there have been several 
propesals; one way to handle this matter would be to require a bond from the 
breker, another way would be to make the broker, as a matter of lew, the agent 


of the company. 


“eek. 
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at firet glance the idea of requiriag a bond of the brekers for tho faithful 
fernence of their duties recommends itself, but om a closer examination the 
arises, why cingle out one form of occupation and require it to be sub- 
to restrictions of this nature when the State does not require 

kiead in other professions where a license is necessary and where the fi- 
element ie present to a still greater degrea, 


i 


ek 
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le the State licenses attorneys~at-layv, ond it is a matter of ccamcea 
these won are called upon to handle their clieats’ or priacipals’ 
smounts. Wo undertaking is required of them that they will be 
fore the authority is granted them to practice their profession. Such 
are left te bo teken care of by the penal statutes, and the committee 
that this is as it should be. If prowisicn is made to licamse the broker 
of 

tha 
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the conditions for tha granting of the license is that he mst be 

and if it is made easy for auch license to be revoked upon its ap- 

t he has ceased to be such, and if his conviction is aede pessible 
form of dishonesty or om proof that he has violated the insurance law, 
om proof that he is guilty of such sharp prsctices es to anke bis un- 
trustworthy, i¢ would seem that che object songht i- the cuggested berd require- 
gent had been amply attained, 


& 
i 


ai 


The committee has ondesvored to cower this very ;oint in a statute which will 
be subsitted and to cover it in euch @¢ wey as to elininate the dishonest broker 
without doing violence to the principles of good purlic policy. 


The principle thet your committee hes acted upon in its conclusions is that 
the Stete ehouwld go mo fcurtner in the regniation of insurance companies than 
actual conditions seem to dewand, Free competiticr should be considered to be 
the norazl beavis. im genera). for business activity If howewer it should be 
denovstrated thet this condition fs leading to grave abuses it wid be the 
feaction and duty of the Stere to interfere; it is 22 cpem question for instance 
wether the Stete will mot find it necessery seme ftne to regulate comeissions 


Whee however the compenies leave the condition of cpen competition and fora 
combinations it ig trecogriced that the State way rishtly take et’p. te guarantes 
to the public that thie power that the companies se gain ahall net be abused, 
the exect attitude of the Coumittee om this point hos been fully oxpressad alee- 
were in this report. 


In its recommendations however, your Committee goes «@ step further than to 
provide merely for publicity; it is prepared te recameced that ccebiazations of 
cospanies should not be allowed to exercise ea control cver brokers. The correct- 
sess of this principal ic cpen te argument, The Committee, howaver, feels very 
strongly that the pledges that are now required by rating organizations of brokers 
give te euch combinations of companies powers which, if they are to be exercised 
et all, should belomg to the Stete, Such pledges now give te the Exchange a 
life ané death power ower the broker and furthermore meke him an ieportert imetru- 
seat in carrying cut the purpeses of the combinatica. [t may be granted that 
ia general these purposes are good and yet it is offensive to one's sense of 
Mberty that this power should be in the control of a combination to be axer- 
cised not upon the agents of the companies but upon the agents of the insured, 


It fe belicwed that the good of the business demands combination but this 
combination eust mot be meintained by a coatrol cror a mon-participating out- 
side element, Whatever powers are necessary to secure the proper’ sctivity of 
the broker should te aseumed by the State, It might be well, however, that in 
the exercise of this power the Exchanges should be dellec upon in an advisory 
capacity. 
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As @ practical watter rebdat ia form works badly. It is a form of dis- 
o Pract 
all ination in which a ¢ organizations ettempt to prevent ae the Hew 
York Fire Insurence Exchange for instance requires from every broker a pledge 
mot to rebate, the pensity being the revoking of his license. If such « pledge 
as this is broken, end assertions are freely made that this is not uncemecs in 
New York, the discrimination is all the sore sarked, ‘or now it is not 


the otraightforward ageinst the underhanded, but the honcrable against the dis 
hosereble, 


If rebating is a really serious evil and if the payment of brokers by the in- 
eured is impracticable, the watter should be assumed by the State and an anti- 
rebate law should be passed to govern both agente and brokers, While this would 
net absolutely cure rebating it would go further than the unésrwriters themselves 
caa go in the astter. 


LIMITATION of COMPLAGRATICN LIABILITY. 


Sines © CaS oe ie fire iasui Tt OCU 
effects both in eapse tee ‘and in dric ae 
ean ar t) be me | feLal =e P “e 

wee te , pel- 
iagldbdial aid Wik to tan wate Of GR tipetenin, das boneal fora of pelicy 
ie etendardized; thie on the whele is undoubtedly a gocd thing, perticularly coa- 
sidering the importance of concurrency, but, im passing, attention may be called 
te the fact that thereby the opportunity ie lest for the companies to iupreve 
the contract by competition with each cther, Competition here then es well as 
om rates and commissions is limited, 


There remains, however, ome direction etill open; the ccupenies can compete 

im strength, The State te be sure hexe prescribes a legal minimum of strength 
and companies that are able to come up te this steadard are called “sautherized" 
companies, But among euthorize¢ companics there is a vact difference, sad while 
it ie not the function cf the State t: cell attention to this, it should afford 
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the policyholder every opportunity to find it out for himself, This the State 
can do by requiring the companies to make public all important facts, It should 
be pletnly enderstooed by the public that en “authorized” company has not, because 
it ie authorized, been stamped with the State’s appreval beyond the point of 
paving complied with certain minimum requiremonts, 


Is reality in fire iusurance the conditions that ere required by the State 

regarding capital, surpies and reserve are far from securing the stability that 
sisiler conditions secure for life iusurance companies; this is because ef the 
cesflagration hazard, It is possible for ea company to write so recklessly ia 
gingle city or even in a single conflagration district as to make its indew- 
in case of conflagratice worth almost nothing. A comparison of the total 
assete Of @ Company sed its total ricks is net very significant, Var sore in- 
portant i @ compariccm of its assete with the amount it has at risk at poiats 
that are subject to conflagraticn, 


Theoretically it is within the proviuce of the State to exercise come control 
over thie matter. A certain part of the premiuzs are for the conflagration has- 
eré and should be held as a reserve therefor; since conflagrations come tee im 
frequently, however, to efferd an average the cise of this reserve should be de- 

to the company’s liability im conflagration districts. 
the so-called surplus of a company ic in reality conflagration reserve and the 
plan that has just been referred to would recognize this as a liability; that 
is, it would require this conflagration reserve or surplus to be commensurate 
with the amount at risk in e conflegration district instead of, as at present, 
leaving the mstter entirely open; or, lovked at from another poiat of view, it 
the writings of a company ia a conflagration district, so as to uake 


ae 
a 


The ebjections te this are wholly om the grounds or practicability. It has 
been recognised thet the cenflegration hazard has no preper place in incurance, 
that there fe no wachinery in the system that will properly take care of it, 


gration district would almost certainly result in a shortage of insurance, 


The actual facts eat present are that companies treat this matter in the sost 
widely different ways, Some companies write co carefully that they are withis 
their ability to psy in full in even the most sericus conflagration, while other 
ate nt OT) TF see eee TT Se TY Chas Oe 

dollar. 
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fference partly reflects thc different peints of view of underwriters 
likeliheod of conflagraticas, but it is also tree that at 
wery largely the large, well established, conservative 


companies which are admittedly 
letely ruined. Such companies in a 
er at amy rate to be able to settle 
value. 
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of iueurance that ia bought ia large cities has prac- 
conflagration indemnity, And yet in the case ef ordinary 
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The actual state of affairs fin a city like Wew York is that there ie aot 
enough first cless insurance to meet the demand and policyholders must take ¢ 
certain smount of inferior insurance, which will be almost valueless in e cag 
flagration, for the sake of the protection that it will give in ordinary fires, 


Im the face then of thie very serious conflagration hazard, and since it is 
probably impracticable to ettempt to bring the companies to a uniform 
of petential solvency, it is unquestionably desirable that the State should be 
able to place before the policyholder the facts upom which he can intelligeatly 
make his cheice of ccmpanies, 


For this purpose it is necessary and evfficient for the State to require fron 
each company a statement of its amcunt at risk, both grose and net, in the 
conflagration districts ef say the twenty lergest cities im this ceuntry, sech 
conflagration districts to be designated by the Superintendent after an exeming- 
tien fram time te time of the conditions in each city, 


THE SAFETY FUND LAW. 
Shortly after the great Chicago fire a law was passad in this state, and eis- 
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been recently passed in Massachusettes which in effect denies to 
a oe policyholder the position of preferred creditor. 


The whole question is simply another outcropping of the fact that the con- 
flagratioa hazard does nct properly belong in insurance and cannot be dealt with 
yholly rationally, It is inevitable that a conflagration, even with all the re- 
sources of the imsurence companies, should produce sericus financial disturbance. 


The safety fund lew is another instance of the numerous features of insurance 
veich must be understood if the policyholder is to be in a position to ect in- 
telligently. In effect what wust be borne in mind is that the effective strength 
of a safety fund company in « severe conflagration is its capitel and surplus 
less ite special reserve, 


There is this to be said, however, that as a practical matter the safety fund 
lew would not be taken advantage of except im a very severe conflagration, It 
would be only when the companies that were not operating under thie law were 
very seriously imvolwed that the safety fund companies could afford, for com- 
petitive reasons, Co take advantage of it. Only one company took advantage of 
the lew in ite San Francisco settlements, 


Se far only one open avenue for competition in fire insurance has been noticed. 
Competition in rates and commissions has been closed by combination, competition 
in policy forme has been closed by the standardisation of policies, There is 
galy a competition in strength end it is seen that, to open the way fully to the 
operation of thie form of competition, steps must be taken to let the policy- 
holder see clearly what the strength of the company is. 


It has been urged, hewever, in this report, that competition, with the help 
of publicity, was sufficient to keep rates reasonable. If this is so competition 


gust etill have some power. It is true to be sure that fectly free i- 
im rates has been largely closed, and it is bellevel thst a i : Eee tTon- 


6 is 
petition can and does late rates throug 






If a rate ie too high there is pressure brought by the companies upon the 
rating organization to reduce the rate as a basis for securing business, that 
is, there is a competition among the companies to obtain the favor of the insured 
by securing for him a reduction in rate, Furthermore, there is the competition 
of wutual and non-Board companies and the threatened competition of other com 
panies that will be organised if the rate becomes too high, 


It is believed that there ies enough competition here to keep rates from be- 
coming excessive, but it is important that this beneficial and regulative fore 
of competition should be retained and increased if possible, This can be done, 
for instance, by opening the way to « free competition by the factory mutuals 
and the siscellaneous mutuals which have in Massachusetts so well justified their 
existence, Such companies can unquestionably, if they receive proper supervision, 
exert a very wholesome influence in the direction of economy and the prevention 
of fire, There is neither the tendency on the one hand to reduce rates below 


cost mor, on the others, to pay excessive commissians - the mill mutuals in fact 
pay no commissions. 
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There are dangers in the qutual system if the organization and Tatt 
such eanpanles axe not closely watched, but it is believed that this. can = + 


vided for, 


an objection to mutual companies that is often made, and made in such a way 
as to emalt the stock companies, is that mutual companics cannot assume their 
share of the cenflagration hazard, and that, therefore, this burden and the 
burden of other classes vhich the mutuals will not write, is left upon the 
ehoulders of the stock companies, 


It is perfectly trve that mutual companics camnot in general handle the com 
flagration hazard but it is forcing the matter into the field of sentiment to 
find anything in the situaticn that is either to the discredit of the mutual con. 
panies, or to the credit of the stock companies. It is simply a statement of 
fact that the metual system can operate euccessfully only where there is ano con- 
flagration hezard, and that if the conflagration hazard is to be assumed at al) 
that the stock companice must do it, But this worke itself cut in a purely eco- 
momic way, It is not to the credit of the stock compcnies to asaume a confla- 
gration hesard that is beyond their power and that they are not adequately paid 
for; and if they do so it ie mot due te sentinent, but because they pield to busi- 
mess pressure, If there is a field that mutual cowparies can occupy more accept- 
ably than stock companies, even though by doing so they take the cream of the 
businees, they should be allowed to occupy it. It is mot necessary to offer a 
subsidy to the stock companies for undertaking the conflagration hazard; if it 
is underpaid let them collect more premiums: 


The first so-called Factory Mutual Insurance Cozpany was formed in 1835 in 
Rhede Island end grew out of the fact that the stock companies at that time made 
concession im rate for fire protective features, The members were aostly owners 
woolen and cotton mille. Since that time twenty or more such companies have 
organised, mostly in Massachusetts, Rhode Island and Peunsylvania, They 
risks aggregating something over two billion dol?.ars. These companies co 
operete with each other in the distribution of risks and on inspections; thay 
are grouped, largely according to size, into what are called the Seuior Confer 
ence and the Junior Conference, These companies which began by writiag mostly 
woolen and cotton sills have broadened their field to factories im general, 


gat 


Frow the very first they have bean able to make better* rates to their meabers 
than the stock companies, for they have always iuterested themselves in protec 
tien and prevention. In 1875 the autcwatic sprinkler was invented. This was un- 
questionebly the greatest step that has ever been mada in the subject of fire 
prevention, The eutomatic sprinkler consists in a sprinkler head suspended from 
ceiling end connected under pressure with « source of water; the opeuing in 
is sealed with a soft solder that melte at a comparatively low temper- 
These spricklere are scattered at regular or irregular intervals through- 
iding which is to be protected, When a fire starts the heat aelte 
one or wore of the sprinklers iu the fanediate vicinity of the fire, 

and is thus automatically appliud at the poiat where it 
result is that in a wery large proportion of cases the fire 
ten in the absence of any person, before it has done much 
great walue of the sprinkler lies in the fact that it is automatic, 
ready and applies the water at the exact spot where it ie most needed, 
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* The stock companies now, through the Factory Insurance Association practically 
meet the rates of the mtual companies, 
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» goon after its tnveation was investigated by Mr. Sdward Atkin- 
te rep abst tiee, as presideat of the Bostor Mennfacturers’ Mutwal Fire 
= Company, and until hie death was the most untiring advocate of fire 
fen, The introduction of the sprinkler was slow, owing to the fact that 
it was largely untried, that the cost of installaticn was large and that its use 
wae discouraged by the stock compentes. It was not long, however, before the 
sprinkler demonstrated ite valve, and today o sprinkler equipment ie in gener- 
al required before a factory eutual company will go on a risk. The work of the 
gutuale consists very largely in standardisation and inspection, the 
e being on the prevention of loss rather than on insurance proper, 
firet step that is taken by a wutual company on receiving an application for in- 
gerence ie to make @ thorough survey of the property and to draw up a detailed 
len for changes ia construction, the installation of a eprinkler equipment or 
¢ pumping station or euch other features as may be thought uecessary by the com- 
pany before they will accept a risk. When the risk is accepted the insurance 
ie apportioned among the different companiee largely iu proportioa to their size. 


The companies unite in a very thorough inspection work, Every factory is care- 

fully examined by exports at least four times a year and the results, with sug 
for improvement, are sent both to the companies and to the owner. If 

the inspections show coctimsed poor conditions, the insurance ie cancelled. The 
results of thie system are little short of marvelous, Factories are, of course, 
ip themselves one of the most hazardous classes, The rate of the stock companies 
ea woolen wille, when the firet factory mutual company was organized, ves between 
coe and two dollere a hundred, The net rate now in the best mutual companies 
is ebout four cents. 


It is impossible to go further into the details of this most interesting work. 
But it showld be clearly recognised that to the mill mutuaks belonge moet of the 
eredit for the inception of what is being done today toward the prevention of 
fire, The stock companies are now thoroughly ccmmitted to this work, themselves, 
but they have been largely driven into it by the competition and example of the 
fectory sutvale. 


The prenium plan of these companies is as follows: risks ere graded by per 
centages, that is, the rate is seventy cents, eighty cents or some other aultiple 
of five; es a matter of fact, the standardization is so complete that there are 
ne great differences in rate. The average rate ia the lerger companies is about 
five cents; this premiue is paid at the begianing of the year; at the 
end of the year the part of the premium that has not been used is returned, This 
retera premive is based upos the experience of the company on the whole of its 
besiness. For some years it has remained very steadily near 94 per cent. 


i 


Beside this groes premiua, only 6 per cent. of which is in general necessary, 
dere bind themselves to pay an assessment, if necessary, of five 
premiums. Ho company in the last sixty years has found it sec 


This im iteelf is very good evidence of the 
factory wutuel system, 


a 
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statistical analysis the ratio of assets to smount at risk comes out some- 
fer the largest eutual companies than for the largest stock com- 
including, however, in the essets of the sutual companies the poten- 
of the assesement; but the risks of the stock companies ere so auch 
than those of the gutual companies that the ratio of assets to 
teen tines as great for the eutual companies as for the stock com- 
dering ie addition the fect that the factory mutual companies do 


te where there is a serious conflagration hasard, it ld seen though 
abundantly strong. : wee 
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It has already beem seid thet the competition of the factory mutuals has bee 
largely mot by the stock companies through the modium of the Factory Insurance 
Asseciation, Stock insuramce appeals more strougly to some owners of factori 
particularly those who wish to be entirely relieved ef the possibility of assess. 
ment and those who would be exbarrassed by waintaining so lerge a deposit, The 
stock companies offer on such risks the came rate as the met rate of the mutysi 
companies when the interest is taken into acceunt on the amount om deposit; for 
exemple: 


Grose entual TECO~ <= wo ww eo ew oe on ceewowscvoecosoeecococcencerer$Q,7§ 
Retura premius (94 per CORE, poo ecw nr oe ewereeeweweeswerececoceecs 705 


Bet £rater~<-<cce cc cnwe oe cco scecccceccoosceaseesscecescoeseses 065 
A446 4& per cent, iaterest on the gross premium on dcposit~------ .03 


Effective watuel rate----<----ccce nnn ene ew eeecewcecewceseense O75 


éoing the business of factory mutusl inourence ic much less 

then Going the business in steck insurence) Stock insurance costs 
about forty cents per $100 of insurance written, and factory mutual fasurance 
ebest four cents* per $100 ef imsurance written, 


i 
oa 


The expense ratio fox factory metual iasurance is, however, greater, whea 
figured on the met premiue than for steck companies; more wonsy is spent on 
expense than on losses, Thies is natural and right; {t shows only the emphasis 
that ie beiag put upon the protective side of the business. 


These companies are not admitted to do business in thie state, but the fact 
thet they iseve policies covering property located therein in enormous a- 
weunts in the aggregate. This they do by writing the policies and icsuing the 
at their home offices in their home states and asiling them to the policyholder 
whose property is insured, In this way they avoid sections 49 and 50 of the In- 
coutract in the foreign jctisdiction where the Rew 
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surveyors of such compantes violate the 


the 
ferming the company, of the character and cosdition of the risk, they fall with- 
iw the definition ec a “surveyor or any other person who shall ia any sauner 
ia " im which the company is eng » 4. 
the steck companies alco freely assert that the competition between 
themselves end these factery wutuals is scvere as the good riske of the kiad 
which the wstuele will take ere actively and persistently solicited, Sor do the 
efficers of the uptuals strewsously deny the allegatica. 


The reason for the situation is easily discerned for it ie apparent that the 


the best end as the factory owners in the state want the insurance, there is a0 


@ {t ie emly fair te say however that the Factory Iacurance Association has 
reduced ite expense to about the came figure. 
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fic sentimaat in favor of the enforcement of the law and so it remains prac- 
tically 8 dead letter, Oue result of thie is that the state is losing revenue, 
the reason that when insurance ie placed with these companies, the stock 
es which pay taxes to the estate lose the business; the state moreover is 
tesing the vholesume effect of legalized competitica. 


Officers of the factory mmtualse have testified before the Comittee in behalf 
of the companies they represent and in behalf of tho other mutuals that if it 
were not for the inconveaience which the present law would subject them to they 
wuld apply to the Superintendent of Insurance for 6 certificate of authority. 


@jection is made to the present requiremont of the law as tc a deposit is 
home state of at least $200,000, om the ground that since the companies are 

» such a Cyping-up of funds is opposed to the theory of insurance upon 

they are working. Further that the provisions of the present lew requiring 
eniumo by fire districts are onerous, 


SEE 


? 
i 


ttee belicwes that every reasonable effort should be made to induce 
companies to enter the state of Kew York, as duly authorised companies and 
the lew should be eo amended as to attract them to come here and 
te the taxes they sow pay to their home states oa the business 
Furthermore, it is beliewed that the state itself is more in need 
at the presert time then the Volunteer Fire Departments, 
d mot be given wholly tc such organizations es the present 

The fact ie that the risks incurred by these companies are the 
ly to bura because of the precautionary wcasures which are taken to 
se that the work of the fire departments is not increased by the 

of such risks, It seers to the Committee that a fair way to dispose 
is question and to de equity to the volunteer firomen is to provide thet 
coat. shall go to the Firemen’s Home at Endson, and that the balance shall 
directly inte the state trearury. As it ic uew neither the firexon nor their 
at Bedeon nor the state receives amy tex. It is mich better for the state 
Home to get it then te have it go to foreign etates 
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THE MISCELLANEOUS MUTUALS. 


Beside the will mutuals there is a class cf companies which do a miscellane- 
ous, but largely dwelling house business, These are often called the miscella- 
neous eutuals. Sew England and particularly Massachesetts has been the pert of 
the country which bas taken moot kindly to this fora of insurance, and here many 
such compamies have had « long and houcrabie life, In general these companies 
collect « preaium from ome to one and a half times as large as the premir= of 
the stock companies on the same class of businass, but at the expiration of the 
policy they returm part of the premium; thie brings the price of the mutual in 
erence Gorn in general to about 75 per ceat, of the stock premium, The policy- 
holders under this centract are liable for am extra assesement equal te the full 
premium already subscribed, 


These companies write conservatively in large cities, A number of the com- 
panies were involved in the Bostoa fire in 1871 and went through the experience 
mch more creditably than the local stock companies. 


The expense ratic of the miscellaneous companies is in general about 5 per 
cent, less than that of the stock companies. 


A mumber of these compenies desire to broaden their field of operation so thet 
they may obtain a larger basis of average in case of conflagration. Under proper 
restrictions, they should be encouraged to enter, 
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The Lloyds are associations of individual underuriters, The meme covers or 
genizations eof all degreas of looseness or closeness of ascociation and all de. 
greets of responsibility. The experience with organizations which went under 
the name of Lioyds in this state has been so unfortunate that in 1892 a lew was 
passed prohibiting the formation of new associations and in 1910 the Lloyds were 
brought more closely under the control of the Insurance Department, The Lloyds 
which are authorized in this stete transact business iv much the same way as the 
stock companics. 


There are besides these, however, a number of foreign Lleyds. These are not 
allowed to employ agents in thie state to solicit business, It is stated, hey 
ever, that auch business finds its way abroad and that the foreign Licyds write 
auch insurance in this market and much bitter ccomplaiat has been made to your 
Committee because of this fact, 


I¢ is very difficult te see just how the State can prevent its citizens, if 
they will, from making a contract in a foreign stata or land concerning their 
property wherever it way be, The government that givis mercantile end othex or- 
genisations their life might compel them te buy imsurance only in thie state; 
the wisdom of sven that limitation could be questioned, but it is quite certain 
that the State cannot ~ aad observe the Censtitution, - prevent its citizens free 
meking contracts where they vill - and of course, the procuring of insurance is 
the making of a contract. 


The Insurence Law sow prohibits these foreign Lieyis from writing business 
im this state; it also prehibits any unasthorized corporation from so doing. 


The law now makes provisions for the precuring of surplus line insurence whey 
the same cannot be placed with the authorieed companics. An agent is liceased 
especially to procure this insurance as the agent of cha insured, He can place 
this where he will, provided be and the insuved make affidavit that it could 
net..he procured with authorized companies, The statewent is mede that a good 
deal of insurence, not serplus line, gees to foreign compenies and Licyds, The 
remedy for present evils is to enforce the laws alreidy on the books, The Com 
mittee fails to see how mere lew ow the subject can help the situation, 


There seems to be confusion as to whether the liccased agent cam issue or 
countersign policies for the unauthorized company ia thuse pure surplus line 
cases, It fe claimed that companies are actusily ané in violation of law issu 
img such incurance from offices located in Mew York state, The apparent intent 
of the law is to permit the issuance of evrplus line policies in this state is 
the speciel cases menticuzed, 


The Committee believes the matter should be made perfectly clear by on andnd- 
ment to the liceused agents’ section, so that thie svrplus lime insurance could 
be written by cuch agents ie this stete, Thea it «2y ba easier to euferce the 
ether prohibitory sectiens of the lav, as ne ome mot licensed could have eves 
the shadow of an excuse for writing any kind of imsurance without an express 
certificate of eutherity. 
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TWEER-INSURAKCE ASSOCIATIONS . 


A plan of invcureace which in many respects resembles that of the mill mutuals, 
and im come perticulers thet of the Lloyds is furnished by what are called fater- 
{ngurance asscciatiocas or simply inter-insurers. 


These are groups Of individuals who act to insure cach other, that is, they 
get both as insurer and insured, There are now recognized in this state three 
of euch organizations bet there are many more in the country at large. The class 
of property for which the oystom was originated and in which the insurance is 
gsinly done is the cless of mercantile buildings and stocks. 


It ie very difficult to procure enough insurance in large cities on the class 
of mercantile stocks. This led to the banding together of a few merchants to 
{asure each other; the association grew until it embraced several hundred merchants 
in @ large mumber of cities. Each member of the group who wishes to have his 
om risk insured must bind hiwself ae en insurer up to a certain fixed limit, 
tech subscriber ie put upon each risk thet is written after be enters the asso 
ciation and he ‘e debited and credited with his earuings and losses on each risk. 
The stock premiums are charged and the earnings am-umt to a return of a part of 
the premium, The retura ie very properly wot exactly proportional to the pre- 
siums ae it is in the case of the will mutuals. 


In general, inter-iesurance 2ssoctations confin> themselves to high grade, 
well equipped sprioklored risks and maintain an inspection department of much 
the same character as the mill rutuals, This form of insurance is certainly very 
goccessful under ordinary conditions but there is cowc question how successfully 
guch eegociations could stand the strain of a severe conflagraticn. 


The door is at present shut to those who would organize core of these associa- 
tions es well es to responsible foreign associatioss of this character that wish 
te do business here, Your Committee believes thet under proper restrictions, 
there ig wo reason why persons who desire to enter the insuranc2 business, either 
ag wenbere of Lloyds, or as inter-insurers, associat«! with others similarly ob- 
ligated, should not be permitted to do so, Further, the evidence shows thac there 
ate individuals eo associated in business, daniciled in other states, whose etrength 
ie unquestioned and who have eccumulated ect only en wncarned premius reserve 
upon business done by thom elsewhere, but have a guarantee fund deposited in addi- 
tien to the individual liability of each of the underwriters; your Committee be-~ 
lieves that euch responsible bodies should be permitted to do business in this 
state under proper restrictions and that there presence here would aid the gen 
etal public in securing safe insurance at preper rats, 


DOMESTIC MUTUALS . 


Mutual companies may be organized in this state under the present law, which, 
however, has mot to amy considerable extent been tzken advantage of; nor has 
your Committee's attention been called to asy extended demand for a revision of 
this law, The only evidence cn this subject befere ycur Committee was from a 
witness who advocated a change in the law which seemed more in the interest of 
promoters of companies than for the good of the public. 


The state has already provided in erticle 9 of the Insurance Law an excellent 
system of mutual inmcurance for the smaller towns and commmities where the com 
flagration hazard is substantially absent, These county and town cooperative 
companies have just recently (1910) been brought within the purview of the In- 
surance Department and their powers and duties hevs been carefully defined, and 


it 
. ot oe SRI es shat wader careful supervision the usefulness of these or- 
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What seemed a hurdship cn one of these companies whose record is excelleat 
was brought to the attention of the Cowaittee, The operation of the now Statute 
will have the effect of making it reduce its insurance ie a line (mercantile aad 
country hotel risks) where its experience has been very favorable. A recomees. 
dation for amendment to the law wae suggested by this company so that the insur. 
ance issued by it and others in 2 similar situation prior to 1910 could be cop 
timed, Inasmuch es it issued no policy ia excess of $4,000, oven in the ling 
prohibited, the Committee believes the exception can safely be made and not ip 
as the efficiency of the law or endanger the clase of companies to which it 


Importent as it is to have equitable rates im fire insurance and important 
as it is that the expemse of the business should be kept within reasonable limits, 
ee far as practical resulte ere concerned, the problem of fire waste is Loupensely 
wore importent. On the whole, rates in fire insurance are fairly equitable, 
probably more se thon railroad rates, for instance, end the tendency is strong- 
ly toward still greater equity. So far as expense ie concerned it ic impeseible 
to be wery hopeful of auch reduction; no one beliewes that it could be more thas 
@ few willion dollars a year, Against that we have the certainty that the firs 
loss could be at least cut is two, that there could act only be a saving of 
$200,000,000 a year in property now destroyed, but mearly as much more ia incur- 
amce expense, certainly hundreds, perhaps thousands of lives saved and a world 
of worry and suffering. 


The fire lose of this country averages nearly two hundred and fifty aillions 
@ yoor and is increasing; thie is about $30,000 an hour or $500 a minute, year 
im and year out, Te this muet be added at least the same additional szount for 
the maintenance of fire departments and nearly as auch more for the expense of 
conducting the insurance business; sltogether in the neighborhood of $750,000, 000 


@ year of expenditure because of destructive fires, That is, fire cootes us direct. 


ly end indirectly each year more than the walue of ths cotton crop, and net 


Z 


All this would not be so bad if it were act se preventable. Is Burope the 
capita loss ie only cus-seventh of what it is in this couatry eed in com 
3 of Europe far less than that, I¢ is stated that in the city of Vienne a 
has wever been knowa to get beyoud the building in which it originated, 

this is im spite ef the fact that the fire departeents of Eurepean cities 
are fer less efficient than these of this ceuatry. 


REG 


The cause for this is partly climatic; not caly do our hot summers make every- 
thiag as dry as tinder, but cur cold wintere necessitate artificial heat, aad 
heating apparatus alone is respensible for e large proportion of all fires, A 
still more fundamental cause for this difference lies, however, in the tempere 
ment of the American people aad the conditions of life in this country, 


This is a new and largely undeveloped ccuntry, and the resources have ceened 
tllimitable, Is our eagerness to reach results ve heve not had the patience te 
build carefully; so plentiful was lumber that it was easter to build end bursa 
and build again than to build substantially at firet. Besides that conditions 
have changed co rapidly that often in a few yoars buildings must needs be tern 


dowa that their places may be taken by othors more suitable to changed conditicas, 


Then, explain it as you will, the intensity of life is far greater in this cous- 


try then ie Eur more living is crowded imto the same time, But you cannot 
accelerate sgaaavens without increasing hazard; we have no time to see that uat- 


ches are cut thing ic run under forced draught. The fire 1 is eal 
J tadiestion of the westefulness ef our life; we have wasted cur forests, eu 


t but slong with this ecomemic loss goes a frightful end horrible loss ot lik, 
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got, our mines, Our water. 


There are various indications, however, that we are coming to the time when 
ye must stop this prodigal waste, The draimupen our resources is beginning to 
ghow itself in the increased cost of living. 


it 19 impossible to spend directly and indirectly en the luxury of fires each 
the amount of §750,000,000 and not have to give up other luxuries; it is 
japossible to employ 500,000 men, representing a population equal te that of 
Chicago, im building, {o insurance, in fire departments, who might otherwise be 
creating wealth, and not feel the etrain of their support. 


The movement for conservation is becoming stronger avery day and will con- 
time to do so as the need incroases and the people realize more thoroughly 
the enormity of what they are doing, In the cese of fire the matter is so per 
fectly possible of control: Even with our present poor construction the fire 
waste could be enormously reduced by such simple means 43 the clearing up of 
rubbish, the use of safcty matches, reasovable care with heating apparatus, the 
proper dispositica of ashes, 


It ie too auch te expect a whole people euddenly to amend ite life and pay 
attention to these things, but the cost of am inspection service which would 
compel some of these simple precautions would be trifling compared with the good 
ie would do; it has been suggested that the employees of the fire department 
could be utilised im such work and so become still more familiar with local coa- 
ditions. 


But when we turn now to larger matters, better construction and equipment, 
we ere wet by the estoniching fact that the cost cf such changes bears no com- 
parison with the saving that would be effected. The equipment that the factory 
gutuale demand is most elaborate ~ often a private pumping station, large pri- 
vate water pains, water tanks, firestops, oprinkler cquiprent, eutomatic alares 
and yet it ic the common experience thet the cost of all these will be made up 
ia two or three years’ savings in premiums, An investment that would be re- 
placed by three years’ prewiums has an earning power of 50 per cent. per year. 
Even if it took five years’ savings on premiuns te pay for increased cost of 
construction and equipment, such investment wosld be yielding 25 per cent. aad 
gintlarly am expense that took ten years to replace would be earning 11 per cent. 
That io, @ man who refuses to spend $1,000 om better censtruction or equipment 
when he could thereby save $200 a year on his insurance premiums ic refucing 
a iavestment that would pay (that is save) him 25 per cent. a year. 


That ie, the saving in ingurance premiums alone will yield a large earning 
o the cost of better censtruct:on and equipment, but to this mist be added 
all the adventages that ore attendant upon uninterrupted conditions, the saving 
ie worry, the greater safety of life, the greater stsbility of economic conditicas, 


The accomplishments in this line are mest spectacular in the case of factory 
mtuals and the fectory insurance associations. Mencfacturers are keen students 
of expense and efficiency and if fire prevention has appealed to them as a good 
investment the public may well follow their lead. 


Good coastruction is the basis for fire prevention; but new buildiags fore 
oly s omall part of a city and it is years befere their effect will be greatly 


a To a city as a whole, therefore, good comstraction avails mostly for the 
ture, 
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The conflagration hazard in Bew York is due mostiy to the thousands of old 
buildings, built in the days when neither steam nor electricity nor gas were 
important features of the hazard, They are not adapted to modern conditions, 
There are then a great number of buildings that will burn if a fire starts ang 
the practical problem is either to prevent the fire fxom starting or to 
it from getting a headway, Here is one field for the automatic sprinkler, fs 
use should unquestionably be extended, It is even desirable that the installe 
tion of sprinklers in certain classes of buildings, ica basements perhaps, in 
scheolhouses, in crowded city factories should be mad: compulsory, 


There will always be a fire hazard on stocks of merchandise, and in genera) 
on contents of buildiags, however good the buildings themselves are. Here g] 
therefore, the automatic sprinkler has a tremendous field of usefulness. 


The most hopeful lines along which this problem cf waste may be attacked are 
first, the awakening of people to a sense of the wast: and shame and horror of 
fire, and an education in what should be doue to impreve conditions, A aumber 
of fire warehals in different states have undertaken this work of education; 
some good literature of this kind has been issued in ‘aio, for instance; in Ne- 
braska one day a year is set aside in the schools as fire day, on which the pe 
pils receive special instruction and demonstration corcerning fire, and a text 
book has been prepared fer use in the schools of the state, 


The Metional Board of Fire Underwriters and the National Fire Protection Asgo- 
ciation are both engaged in educational work and will be glad to cooperate with 
individuals or associations or cosmittees who wish to give this matter attention, 


The second way to work for ieproved conditions is through the creation of the 
office of Fire Marshal, It chould be the duty of the fire marshal to favestigete 
and make a record of every fire, and thie record showu)d include the cause of the 
fire, in order that it may serve as a basis for a stucy of the fire hazard, 


It would be desirable (but possibly at present impracticable) if every person 
upon whose premises a fire starts should be required to go on his own initiative 
end report the fire and the circumstances to the fire marshal, This in iteelf 
would go far to reduce the mmber of incendiary fires. The fire earshal should 
also maiatein an inspection bureau whose duty it shouv)d be to see that premises 
were kept in good order end that in general strict fire preventive conditions 
were waintained. It might well be provided further that no insureace compsay 
should pay a loss entil authorized by the fire marsha), or at any rate that the 
fire marshal showld have the right to order payment stopped ia suspicious cases 
pending an investigation. 


A third method of improving conditions is through better building laws, The 
importance of fire prevention, even from @ purely finnacial potat of view, should 
be brought to the attention of municipal officers, anti a stringent building code 
enacted, This should not only be done by cities but by states as well, 


Several years ago a Model Building Code was prepared by the National Board 
of Fire Underwriters and sent cut to city officials #)1 over the country, A 
gumber of cities have adupted this code ia full or in part. A new edition is 
being printed and the Mctional Board has made plens ts give expert advice to 
theese who wish to interest themselves in this matter. 
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simiradle oF iculerly broad ed, still it canno denced 
——Taher ent i. K man of 3 corporation in the business of loaning soney on 

mortgage showld continue to have the right to name his collateral, and 
te state the conditions wader which the loan will be made or contimwed. 


It would be dangerous intermeddling with business affairs to attempt to lay 
dove in a statute what collateral should be accepted by the lender, If any 
{egal conspiracy existe between corporations or individuals to injure an- 
gther corporation or person the law now provides ample relief. The evidence, 
hovever, does act comvince your Committee that legislotion to prevent the alleged 
gets of the corporation in question is desirable, 


PART III. 
RECOMMEN DAT 1 Oct . 


The foregoing discussion has outlined in detseil the Coamittee's views upon 
the many branches of this important subject. Its conclusions have been stated 
in general terms. It now remains to etate specifically what is reccemended to 
the Legislature for ection, Your Committee realizes fully that there wil? al- 
ways be conflicting views on what ought to be done in reference to a subject so 
vest and so full of vitel interest to the people, and concerning which there are 
go many complications. With an en deavor, however, to act in s epirit of abse 
lute fairness to all parties ia interest, having in mind om the one hand that 
the large and substantial organizations which have bezn furnishing indemnity to 
the public are entitled to have their case weighed conservatively and on the 
other hand that the people who pay the premiums are entitled to equal consider 
ation, the Committee reccumends on the verious questions involved in this inquiry, 


VALUED POLICY. 





COLNS URANCE. 


Your Committee recognizes the coinsurance clause es a valuable basis for 
muceble fab na gnd loge that its use be peruirced. Your Committee rec 
to the companies that they use all means ie their power when e coinsur 
ance clause is attached to a policy to asake clear to the insured, first, that 
bis policy contains such a provision, and, second, what it means. 
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ANTI-COMPAC] and RATING EXCHANGES . 
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The state has already successfully dealt with this subject as it affects life 
ipsurance and the Committee believes that a substantially similar statute should 
be enacted to govern similer conditions ia fire itucsurance, Therefore it is rec- 

that a lew be passed placing with the Superintendent of Insurance the 
responsibility and the duty of issuing certificates of authority to those persons 
who are trustworthy and competeat to transact this business, and providing that 
goch certificates of authority when issued shall be revoked upon its appearing 
to the Superintendent thet the holders thereof have violated the law or have be- 
come gntrustworthy, ot have demonstrated their incompetency, 


as to the suggestion which has been frequently made that ageats and brokers 
should be licensed enly after am examination in which they have demonstrated 
their fitness, the Committee feels that euch a system would necessarily involve 
the creation of new offices, or at least of a board of State examiners, at com 
siderable expense, and that therefore the whole matter could better be left with 
the of Ioesurance to work out, giving him a wide discretion, which 
will allow him to use all eeens to gain knowledge about applicants for certifi- 
estes which are available to him or hie corps of assistants. If he determines 
thet a convenient way to determine competency is by a written examination his 

examiners may prepare and conduct such e-amination as may be necessary. 


ANTI-REBATE LAW, 


with an act taining to the liceas of and brokers, and as 
r ction menner in c t 
of fire iasurance, should be enacted a events 1 





COMP LAGRATION HAZARD. 


Your Committee is sot prepared to recommend that the State interfere with the 
companies in the conduct of their business to the extent of fixing the limit of 
iesurance which cam be written by the various companices in Clstricts in which 
insurable values are congested. It does feel, however, that the insuring public 
ig entitled to full and exact knowledge on the subject which will throw light 
upon the conditions of the various companies and the manner in which their under- 
witing is carried cn, Therefore, it recemmends, in addition to the information 
now set forth to the Superintendent of Insurance in the annual statement of coa- 
panies, that the asounts st risk in the congested value districts in large cities 
be shown therein and be made a watter of public record, 


Ia fairness to the companies, however, the law showld permit them to state 
how auch of such contingeut ifability is reinsured in other authorized compazies 
anf bow auch iu unsutherized companies. The duty of fixing the boundaries o< 
the congested value districts should be left by the statute with the Superiaten- 
deat of Insurance so that he can upon conference with the underwriters determine 
the question fairly end from time to time aake such changes therein as usy prove 


47932 O—60—pt. 5——19 
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MOTOAL COMPANIES. 

It seems highly desircble that as many solvent, well organized and well com 
ducted compamies should be admitted to thie state as desire to do business here, 
The sore responsible companies there are to do stich business the better will th 
fire loss be distributed and the more equitable will rates become, It is recon 
mended that the law pertsining to the admission of mutual companies of other Statey 
be so amended as to wake possible the admission, always eubject to the approval 
of the Superintendent of Insurance, of such organisations as the New England Pa. 
tery Mutual Companies, and alse a large number of miscellancous mutual cempanies 
of ether states of proven worth; this can be dene by removing the requirement 
ef the law as to @ depesit in the home state, 


To insure the entry of responsible companies only, however, such law sheuld 
require any mutual company which desired admiesion to comply with certain specif. 
ic conditions that would guarantee solvency, 


LLOYIS and INTER-IMBURERS. 


Yer the reasons already expressed your Coumittee believes that the organize 
tion of wore responsible Lloyds and inter-insurance e:sociations would be for 
the bescfit of the imsuring public. Therefore it rectmmends that the law be 
emended by the insertion of two new sections im article 10 of the Insurance Lay 
which shall provide fer the organisation end supervisica of such associations, 
Tequiring in additien to the waearned premius fund on all policies ina force that 
each such acsociation hereafter formed be possessed of a guaranty fund of at 
least $200,000 over and ebove all liabilities. Such = law while permitting ay 
Lloyds and inter-iasrance associations to be organiecd, will adequately protect 
the public in ite dealings with thes. It also recowmrads that the law be sq 
emended as to permit the adwission into this State of such thoroughly respon 
sible Lloyds and inter-insuramce associations of other states as may be, under 
proper restrictiens, authorized by the Superintendent of Insurance. 


STANDARD POLICY. 


Bo change in the standard form of fire insurauce pelicy is recomended. O 
account, however, of the expressed desire upon the part of a number of companies 
to change some of the prcevisions, agreements and conditions which are now per 
mitted to be iudoreed upon such policies, it seems desirable that such changes 
should be made es are in the interests of the insured and as may mect the ap- 
proval of the Superintendent of Insurance, Therefore, it is recommended that 
the companies be permitted during the current year to submit to the Superinten- 
dent fer his approval such changes in these conditions as they may wish to aske, 


AMENDMENTS AFFECTING COUNTY and TOWN CO-OFERATIVE 
INSURANCE COMPANIES. 


It ie recommended that an amendment be made to the Insurance Law permitting 
such companies as were insuring mercantile, manufacturing and country hotel 
risks prior to July 1, 1910, when article 9 of the Imsurance Law took effect te 
coatinue the writing of such risks in amounts not excceding $4,000. 


SURPLUS LINES. 
It is recommended that section 137 of the Insurance: Law be aménded so as to 


permit agents now licensed uader that section of the ‘aw to issue and counter- 
Sign policies of insurance to cover only curples line risks, providing that such 
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solicies contain s provision that the agent issuing the policy shall be the agent 
spon wham gervice of precese in this state can be msde, The law, however, should 
got be changed 80 a5 to prevent such a licensed agent from procuring surplus line 
as he may now do under the provisions of the section, The amendment 
should relate only to the issuing and countersigning of policies within this 


State. 


STATE FIRE MARSHAL LAW. 


Your Committee believes that at the root of the whole question of fire insur- 
is the consideration ef fire prevention end that ali means possible should 
token by the State to prevent fire waste. Therefore, it recommends the enact- 
of a State Fire Marshal Law to the end that better conditions may prevail. 
foch a statute has bean prepared and it has been the aim of your Committee to 
ebody therein the strongest points of similer laws of other states, as well as 
ech additional suggestions which seemed of value es have been made in the course 
of the inquiry. 


Ret 


CLASSIFICATION of LOSS EXPERIENCE. 


wiew of the eppareet difficulty which would attend the classification of 
the loss experience of the various companies if each state required the classi- 
fication to be kept differeatly for each, it ie not recommended that companies 
at present be required to keep and report their loss experience according to « 
comon plan. Your Comittee believes, however, that if the companies end the 
verious Commissioners of Insurance of the different states should agree upon such 
4 common plan which all companies doing business im this country could and would 
fellow, that a great etep toward reducing the business to a scientific basis would 
have boom taken. It therefore recommends to the Superintendent of Insurance that 
he take up thie question with the Comsissionere of other states end with the con- 
ia en endeavor te work out a practical plas which will eventually result 


ry 


ia producing a classification of lose experience of such an extent and volume 
will furnish « basis upon which the true burning retio in the various classes 
of risks throughout the country can be determined, 


BUILDING CODES. 


The value of better building codes aad their rigid enforcement is acknowledged. 
Without specifically reccumanding a statute upon the subject, the Committee makes 
the recommendation to the Legislature that it frame and enact a comprehensive 
State Budlding Law, the priaciples of which shall be observed in the building 
codes of the various municipalities im the state and which will apply unifornly. 
the National and New York Boards of Fire Underwriters and the National Fire Pro- 
tecties Association will doubtless cooperate ia the framing of such « statute 
and the Committee commends them to the Legislature fur the useful work they have 
already done along this line. 


Bille carrying iuto effect the recomendations herein wade are submitted here- 
with, 


All of which is respectfully submitted. 
Dated, February 1, 1911. 
On behalf of the Senate, 


ALEX, BROUGE 
VICTOR M. ALLEN 
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Oe behalf of the Assenbiy, 
EDWIN A. MERRITT, Jr. 





i, W, COLNE, 
PRED'K, R, TOMS, 
PRARK F, YOUNG 
As to that part of this report which deals with the subject of corruption aay 
corrupt practices and contains the findings upon the testimony taken, we make 
mo comment, except te say that we were not informed by coursel for the Comnittes 
Guring the course of its favestigation of any matters tending to show corrupticg 
which came to the notice of counsel, The only knowledge we had was that discloses 
ee the testimony wae given from day to day at the pudlic hearings, 
We concur, however, in the recommendation preposing the enactment of a statuts 


ee 


atended to promptly expose the offer of a bribe, 


s 


the findiege end recommendations relating to the eubject of fire 
© the findings and recommendations ccncerming the methods of the 
ance enchanges end other rate askicg bodies throughout the stat, 
recommendation requiring the filing of rates and schedules with 
and believe that euch publicity will be benefi- 
» however, thet this im itself will uct bring about the object 
le and just rates, Inesmuch as fire 


1gtyEEetar 
eetit, uF 
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ia the mature of monopolies and from whose decisions there 


— 
* 


i 
; 


that e bureau be created in the office of the estate Superiatendent 
of Iesdrance with power wpon the filiag of a compiaint to order ea revision of 
modifications of rates if they are found, after investigation, to be unressonsble, 
excessive, arbitrary or wavarranted, 


ROBERT FP. WAGER, 
JAMES 4, FOLEY, 


am Act to amend article one hundred and twenty-four of chapter eighty-eight of 
the lews of ninetecs hundred and nine, entitled "4n act providing for the 
punishment of crime," constituting chepter forty of the consolidated lavs. 


The people of the State ef Hew York, represented in Senate and Assembly, do 
enact as follows: 


Section 1. Article one hundred and twenty-farof chapter eighty-cight of the 
laws of nineteen huadred and nine is hereby amended by the addition thereto of 
@ new eection, to be known as section thirteen hundred and twenty-eight-a, to 
read as follows: 


8 1328-a, A member of either of the houses composing the legislature of 
thie state, to whem 2 person shall offer, or cause to be offered, a bribe, of 
amy moncy, property, or value of any kind, or eny promise or agreement therefor, 
or when any person shall ettempt, directly or indirectly, by meascea, deceit, 
suppression of truth, or other corrupt means, to infivence to give or withhold 
his vote, or to absent himself from the house of which he is a member, or free 
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committee thereof, who shall fail to immediately cubmit the facts ia relation 
to the house of which he is a member, if che house be in session, or if 
in cession, at the next session thereof, and to the district attorney of the 
in which the offer er promise vas made, is punishabie by imprisonment for 
than ten years, or by a fine of not more than five thousand dollars, 


i 


i 


i 


62, This act shall take effect immediately, 





ia ket to amend the insurance law by providing for a notice to be priated on the 
cover of policies of emwtual fire insurance companies and iv relation to the 
conditions which may be indorsed upoa the standard fire insurance policy. 


the People of the State of Hew York, represented in Seuste ead Assembly, do 
qnact as follows: 


Section 1. Section ove hundred and twenty of chapter thirty-three of the laws 
of aineteen hundred and nime, entitled "Am act in relation to insurance corpore- 
tiens, constituting chapter twenty-eight of the consolidated laws," is hereby 
goaded to read as follows: 


$120, What to appear ca face of policy. Every domestic mutual fire iasur 
gece corporation shall embody the word “mutual” in ite title, which shall appear 
oa the first page of every policy and renewal receipt. Every fire insurance 
corporation doing business as a cash stock corporaticn shall upon the face of 
its policy im some ouitable manner express that euch policy is a policy iu a 


stock corporation. licy iseved in thie stete under the terms of which 
he insured a: in euch ‘mom : 








82, Section one hundred and twenty-one of said chapter is hereby emended to 
read as follows: 


$121, The printed blank form of a contract or policy of fire insurance, with 
gech provisions, agreements or conditions as way be endorsed thereon or added 
thereto and form « part of such contract or policy, beretofore filed in the off- 
of the secretary of state by the superiatendent of insurance or by the Hew 
board of fire underwriters pursuant to the provisions of chapter four hux 
and eighty-eight of the laws of eighteen hundred and eighty-six shall be 
ferred by the secretary of state to the office of the superintendent of 


2 


iaserance and, together with such provisions, agreements or conditions may 
previows to the thirty-first day of December, nineteen hundred and eleven, 
be filed by the Mew York bosrd of fire underwriters ia the office of the super 


iatesdent of insurance and approved by his, which provisions, agreements or con- 
ditions shall be void if they are inconsistent with the standard fire insurance 
policy heretofore filed in the office of the secretary of state, shall be known 
and designated as the standard fire iesurance policy of the state of New York, 

le fire insurance corporation, its officers or agents, shall make, iseue, or de- 
liver for use, any fire iasurance policy or the renewal of any such policy oa 
peoperty iu this state, other than such es shall conform in all particulars as 

to blasks, sise of type, context, provisions, agreements and conditions with such 
printed blank form ef comtract or policy; and ne other or different provision, 


cpearyat, copticion ot, clause shal} be is meaner made a t of such costrect 
po: cy or aisreed thereea of tlteuel therewith, except oS fellens, to wit: 
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1. The nane of the corporation, its lecation ard place of business, date og 
its incorporation or orgunizaticn, whether i¢ is a stock or mutual corperetion, 
the sames of its officers, the number end date of the policy, and if issueq 
through © manager er agent the words, "this policy shall not be valid until Counter. 
signed by the duly authorised manager or agent of the corporation at,,..,.,,,," 


2, Printed or written forms of description and specification, or schedules 
of the property covered by any particular policy, end any other matter 
te clearly express all the facts end cenditions of insurauce on any partienler 
tisk not inconsistent with or a waiver of any of the conditions or provisions 
of the standard policy herein provided for, 


3, With the epproval of the superintendent of insurance, if the came is aoe 
already included in such standard form, any provision which any such corporatig, 
is required by law to insert in its policies, not in conflict with the provisions 
of such standard form, Such provisions shall be prictcd apart from the other 
provisions, agreemests or conditions of the policy under a separate title as 
follows: "Provisions required by law to be stated ir this policy.” After the 
first day of Jawary, oinetecn hundred and cleven, such policy or contract aay 
be printed, written or typewritten with any size of type or om any size or shape 
of peper which shall have the written approval of the superintendent of Lesurance, 


The name, with the word “agent” or “agents,” and face of businass, of any 
insurance agent or agents, either by writing, priaticg, stamping or otherwise, 
aay be eadorsed on the outside of such policies, 


Two or more fire insurance corporations, authorize! to transact business in 
this State, may iscsve a combination etandard fora policy, using a distinctive 
title therefor, which title shall appear at the head of such policy followed by 
the titles of the several corporations obligated thercupon, and which policy 
shall be executed by the officers of each of such caiporations; provided, thar 
before such corporation shall issue such combinatioa policy, they shall have re 
ceived the express peraissioa of the superiutendeat o° insurernce to issue the 
Same, and the title of such proposed policy and tho terms of the additional pro- 
visiens thereof, hereby authcrized, shall have been a:proved by hia, which terns, 
ie addition to the provisions of the standard policy and not inconsistent there- 
with, shall provide substantially under a separato tile therein, to be known 
as “Provisicas specially applicabie to this combinetion policy,” as follews: 
(a) That each corporation executing such policy sheil be liable for the full 
amount of any loss or damage, eccording to the terms of the policy, or a specif- 
ic percentage thereof; (b) thet service of process, cx of any notices required 
by the said policy, wpea any of the corporations executing the same shall be 
deemed to be service upon all; and provided, further, that the unearned preniue 
liability om each policy so issued shall be maintained by each of such corpore 
tioas on the basis of the liability of each to the iccured thereunder, 


8 3, This act shall take effect September first, nineteen hundred and eleves, 





Am Act to amend the iasurence lav, so as to permit liceased agents to issue and 
countersign policies to cover surpius line insurarce, 


The People of the Stat:e of New York, represented i Seaate and Assembly, do 
enact as follows: 
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cgetion 1. Section cne huadred and thirty-seven o: chapier iiisig-chrea of 
the lows of mineteen hundred and nine, entitied “An dct im reletion io iusuracce 
corporations, constituting chapter twenty-eight of the consolidated laws," 
{g hereby amended to read as follows: 


4137. License to agents in excepted cases. The superintendent of insurance, 
ia consideration of the yearly payment of two hundrcd dollars, except in couaties 
having less than one hundred thousand inhabitents, in which case the fee shall 
sot exceed twenty-five dollars, may iesue to citizens, firm: or cocporations 
fot this state} net exceeding two hundred in number, a license revocable at eny 
tine, peraitting the party aamed in euch license te act as agent to procure fro» 
= to issue and countersign policies of fire insurance frost of corporations, 

. partserships and associations which are not cthervise authorized te do 
besiness in thie state, fhotocs} When any policies of fire insuraace shall be 
procured, or issued and countersigned, under or by virtue of said license, there 
shall be executed by the licensed agent end by the party desiring an insurance, 
go affidavit in duplicate, oue of which shall be filed in the insurance depart 
gent and the other in the clerk's office of the county in which the preperty pro- 
posed to be insured is located, within thirty days afcer the procuring of euch 
insurance, Such affidavits ehall set forth that the party desiring insurance 
is, after diligent effort, unable to procure the awount required to protect the 

y owned or controlled by him from the insurance corporations duly author- 
ised te transact business in this state, The agent procuring or iscuing and 

signing policiag in such unauthorized corporat icus or with persons, part- 
sershipe and esecciations, shall keep @ separate accc~at thereof, open at all 
tines te the inspection of the cuperintendeat, showing, first, the exact amcurt 
of such insurance placed for anp perty; second, the gross premiuas charged there- 
wo; third, in what corporation, or with what persons, pertmerships or esvocia- 
tions; fourth, the date of the policy; fifth, tha tera thereof, and sixth, the 
cities and villages within thie state in which the insured property ie located. 
Iach party receiving such license shall, before trancacting business thereunder, 
execute and deliver to the superintendent a boad te the pecple of the state, ia 
the penel cue of two thousand dollars, with such sureties as the superintendent 
shall approve, conditioned that the said agent will faithfully comply wich ali 
the requirements cf this chapter, and will pay te the treagurer of the Velusteer 
Hrenen's Asscciation ef the state of Rew York, to be expended for the use and 

of the Volunteer Firemen’s Have, located at Hudson, Columbia county, Hew 
York, for the uses and purposes of said assectation, or, where such policias 
cover risks im cities of over cone million iuhabitants, having a fire patrol or 
salvage corps, to the treasurer ef such fixe patrol or salvage corps, ta Janu- 
ary and July of each year, a emp equal to three per centum cpon the emount of 
the grees premiums charged to policyholdere leas the amcunt of the gross prew 
ims returned to the insured upon all policics procured. or issued and sourter 
hie during the preceding cix aconths, pursuaat to this erticle; esd ia 

t of paymeat to the treasurer of any fire patrol or salvage corps of any 
sum to which it any be entitled puravant te the provisions of this section, cr 
the treasurer of the caid Volunteer Firemen’s Home Asseciation of the sum due 
thes, the treasurer of said fire patrol, salvage corps or association may sue 
for the seme im any court of record in this state, All fire ineurence policies 
issued to residents of this state om property lecated herein by companies that 
have wot complied with the requirements of the general insurance laws of the 
state, shall be void, except such ae shall have been procured, or issued and 
aot _countersigned as herein set forth, All policies iseved or countersigned PY 
such 9 shall contain the provisions of the standard policy provided for 
ter and a further provision 
service of @ sumsons or other legal process may be made on the licensed agent 

countersi: the seme and that such service shall be equivalent to 
POET STREETER CMT CARLENE ere ee nee ee 
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tiens cr corporations obligated wader amy such policies; and such policies shal} 
have printed in red ink upon the outside cover thercof, uuder she oats of the 
porperaticn or gasket hon issuing game, in ptaoin type, the word 
usurance only; this com persom, partnership, o a 

y_be) is not sup few York State Insurance Dopartment; iseued | 


Peeerccecceceees licensed ggeat, GMOs cc ccdccevceces >eeece 
82, This act shall take effect immediately. 





4a Act to amend the insurance law by providing that persons, essoeiations and 
corporations doing a fire insurance busiusss iw this state shall report the t 
amounts at risk in congested value districts, 


The people of the State of Hew York, represented im Senate and Assembly, do 
enact as follows: 


Section 1, Chapter thirty-three of the laws of nincteen hundred and nine, 
entitled “An act in relation to insurance corporations, coustituting chapter 
twenty-eight of the consolidated laws," is hereby amonddd by inserting in — 
three of said chapter a new section, to be section one hundred and forty, and ' 
te reed es follows: 


8140, Amount at risk in congested value districts to be reported, Every 
sociation, corporation or person authorised te do the business of fir 


ance within thie state shall report in the aenual statement required to be fils 
section forty-four 6 chapter the total gmount h esid persons, asi 
ciations or corporations have at risk on polictes of insurance issued by the 


or OB some or aa of reinsurance which covers and insures property 

ted in we districts o al cities im the United of } 
over th: a thousand ix tants, Such reperts shall show: (a) The tet 
such gssociatt or atioa at eek TT i 
of its c d policies oi rauce or contracts of reinsura ris 

pperty ia si such : ce which 






Suslnees ia is e tote sugh hic! 
ab Dex sons assoetations or corporations uot authoticed to do si 

the boundaries of such districts shail be fixed and : e 
: ) time by the superintendent of insurance. : 


82. This ect shall take effect immediately. 





am Act to ewend the insurance lew by providing for the regulation and supervision 
of rate meking ascociations. 


The People of the State of Mew York, represented in Senate and Assembly, do 
enact as follows: 


Section 1, Chapter thirty-three of the laws of ainetcen hundred and nine, 
entitled “An act ia relation to insurance corporations, constituting chapter 
twenty-eight of the consclidated laws," ic hereby aneaded by rey im article 
three of said chapter a new section, to be section one hundred and forty-one 
thercof, and to read as follows: 
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§ 141, Rate maxing associations, Every association or bureau which sow em 
or_ hereafter be forued for the zr of £ - 


“a on property located iu this state shall be subject to th i 

jon of the superintendent of insurance who shel? cause an examinat 
7 each such association or bureau to be made at least once a year, aud sha) 
. lic the results thereof, and shall report to the legislature in his anm 
on the methods of such associations or bureaus and the manner of their 


PSS aw 


A 


Bvery such essociatica or bureau shall file with the superintendent of insur- 
gce all schedules of rates fixed or made by it which shell include in every ia- 
stance the basic rate on each class of preperty conceraing which rates are uade, 
god all forms of warranties and ell credits, charges, terms, conditions or priv- 
{leges and ony other mattere which may affect such rates or the application of 
gech schedules; it shall also file the specific rates on all property where such 
rates have been fixed in these cases, if any where the general echedules se 
jed do not apply, with a full explanation of the reason for euch specific rate 
or rates; it shall alee file immediate notice of any change in such schedules 
or rates and the causes therefor; it shail elso file cuch further information 
gs to euch echedules or tates ac may be required by the superintendent; ne such 
@r any person, asscciatica or corporatica authorised to 
trensact the business of fire insurance within this state shall fix or make any 
rate or schedule or any credit therein which is to apply to asy risk on the con- 

Pp 


| 
| 


the whole amount of iasurance on such risk or any specific part 

laced at cuch rate, or with the menbers of such associatica 
or with a specified clase of insurere; or shail fix or make a schedule 

rates or charge a rate which discriminates between risks of essentially the 


whenever it is wade to appear to the satisfaction of the superintendent of ia- 
gerance that euch discrimination exists he may, after a full hearing, either 
before himself or a special deputy appoiated for such purpose whese report he 
my adopt, order the retes on such risks to be made uniform, and all such asso - 
bureaus, persons or corposations affected thereby shall immediately 
th; mo euch association or bureau shall be peruitted hereafter to 
te transact the business of fire insurance, norshall it of any 
perseus, associations or corporations authorised te transact the 
ire insuraace within this state, acting iu agreement, refuse to 
cr pay commiscicas to any person who may be licensed by the super- 
imeurance as a fire iusurance broker, upon the ground or for the 
such broker offers igsurance to other persons, associations or cor 
6 ef such association or bureas or parties to such agree- 
brokers will not agree to secure insurance only at the 
association or bureau, or seek to restraia or interfere with 
broker in the transaction of his business, in any manner other 
proceeding egainst such broker according te law for violation thereof. 


association er bureau shall keep a careful record of its preceed 
1 furnish upon demand to any person on whose property a rate has 
his euthorized agent, full information as to such rate and if such 
ated by schedule a copy of such schedule; it shall also provide 

be approved by the cuperintendent of insurance whereby any 
affected by such rate or rates may be heard, either ia persea 
» before the governing or rating committee of such association or 
aa application for a change in such rate or rates, 
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2, Thie act shall take effect September first, nineteen hundred and eleven. 
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\n act to euctd the insurence lay by providing that nu: cosmissions 
agents or brokers for fire inevranee ualese they ar2 suchorized by « certify 
ef authority to transact a fire insurance busiucse,. 


«£2 to be pats 


cate 


The People of the State of New York, represented is Senete and Assnably do 
enact as follows: 


Sect‘on 1. Chapter thirty-three of the laws of nizotcen hundred and ning, 
entitled "An act in relation to insurauce corporation:, constituting chapter 
twenty-eight of the consolidated laws," is hereby amaded by insetting in article 
three of said chapter a new section, to be section o::e hundred end forty-two, 
and to read as follows: 


8 142. Business to be accepted frow licensed ageats and Brokers only; Agente’ 
and Brokers’ Certificates of Authority. No corporaticu, asaceiation or person 
authorized to do a fire insurance business within this state, or agent thereof, 
shall pay eny commission or any other compensation to any person for services 
{a obtaining eny such insurance upon property located within this state, unless 
such person shall have first procured from the superintendect of insurance a 
certificate of authority to act as an agent of such curporation, association or 
person, or as 2 broker tc solicit euch insurance as eveinafter provided, Ne 
person or corporaticn shall act as ageut, subagent, o« broker in che solicitation 
or precurement of applications for such insurance, or reveive for services in 
cbtaining such insurance any commission or other comoensation from easy corpora 
tion, asecciation cr pers=m authorized to do a fire insvrance business in this 
state, or egent thereof without first procuring ea certificete of authority so 
to act from the superinteodent of iueurence, which mast be renewed unnually on 
the firet day of January, or within six mouths therea‘ter, The certificates 
of euthority to be issed by the superintendent of Leswrance under this section 
ehall be divided into two classes, nawaly, ene cless by which the holdere there- 
of shall be auvhorized to act as agents, aud the othe: by which the holders there- 
of shall be authorized to act as brokers. The fee to da paid to the euperintend- 
eat of inaurance by the apphicaut at the time applic: icn ia made shall de, for 
each agent's certificate two dollars, and for each bevker's certificate ten dol- 
lars, Such certificates shail be issued by the super‘ atendext of insurance only 
upon the written application of persons and corporaticns desiring such authority, 
and in the case of agents or corporations applying fo: such certificates of aw 
thority to act as agent, such application must be app. oved aed countersigned by 
at. least one of the corporaticus, associations or persons each applicaat desires 
to represent; all euch applications shall be upon forms approved by the superin- 
teadent of insurance, giving such teforvwation as he wy” require, the superinten- 
dest of insurance shall great avy such certificate of authority if he is satie 
fied end deteraines that the parson or corporation making the application fer 
each certificate is truzt«orthy and is competent to transact the business for 
which the application of such certificate is made, +s agent or broker ae the 
case may be, and such certificate of authority aay i>< cevoked by che superinten- 
dent of insureace upon it appearing to him that suck agent or broker has ceased 
to be competent or trustworthy, or has violated aay provision of this chapter, 
or has iesued or procured insurance on any property iccated in thie state in be- 
half of or from any persot, associatioa or corporatix: not permitted by this 
chapter to write such imssrance, or has cefused or «20nsee to retura to any cor 
portation, aseeclaticn or person any part of any couriusions paid to him or it 
om policies which have been subsequeatly canceled, u2.ess such person or corpora- 
ties is relievad from such obligation >y any pereon, corporation or associatica 
who waa Liable on euch policy a3 insurer, Mo such certificate shell be valid, 
however. in any event, after the first day of July of the yerr following the 
isauing of the same, Suc certificates of authority vhall be executed in trip 
licate: one copy thereof <isll be file] im the office of the superintendent of 
fasetTence, ard two copies thereof shal! be issued to <stch agent or broker; cne 
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of which copisa such agent or broker shall, withid chirty days after such certif- 
of authority is issued, cause to be filed iu the cffice of the clerk of 

the county in which such agent or broker resides or has his or its principal place 

of business, OT, if a mon-resident, in the office of the clerk of the county in 

this state ia which he or it has an office for the transection of business, Any 

peroom OF corporation violating the provisions of thie section shall forfeit to 

the state the cum of five hundred dollars. 


82. Thie act ehall cake effect January first, nineteen hundred and twelve. 





in Act to amend the insurance law by prohibiting rebating and discrimination in 
relation to premiums peid for fire insurance. 


The people of the estate of Mew York, represented in Senate and Assembly, do 
gnact a6 follows: 


Section 1. Chapter thirty-three of the laws of nineteen hundred and nine, 
eatitied "An act im reletion to insurance corporations, constituting chapter 
of the consolidated laws,” is hereby eusuded by inserting in article 
three of said chapter a ucw section, to be section one hundred and forty-three, 
aod to read as follows: 


6143, Rebating and discrimination prohibited, Mo insurance corporation, 
aosociation, partnership, Lloyds, or individual underwriters authorized to do 
the business of fire insurance within this state, or any officer, agent, solici- 
tor ot representative thereof, shall make any contract of fire insurance on 
property located within thie state or agreement as to such contract, other thaa 
s plainly expressed in the policy issued or to be issued thereon; nor shall any 
such corporation, association, partnership, Lloyde or individual underwriters, 
or officer, agent, solicitor or representative thereof, directly or indirectly, 
ia any manner whatsoever, pay or allow cr offer to pay or allow as inducement 
to such ineurance, or after the <ceurance shall have been effected, any rebate 
from the premius whic is epecified in the policy or amy special favor or advan- 
tage im the dividends or other benefit to accrue thereon, or any valuable con- 
sideration or inducement whatever, not specified ia the policy or contract of 
iasurance, or give, sell or purchase, or offer to give, sell or purchase, as 
iaducement to such insurance, or in connection therewith, any stock, bonds or 
other securities of any insurance cowpany, or other corporation or association, 
or any dividends or profite accrued thereon, or anything of value whatsoever, 
aot specified in the policy, nor shall any fire insurance broker, his agent or 
representative, or any other person, directly or indirectly, either by sharing 
commissions or ia any warmmer whatsoever pay or allow or offer to pay or allow 
a inducement to euch insurance, or after the insurance shall have been effected, 
any rebate from the premius which is specified in the policy, nor ehall the im 
wred, his agent or representative, directly or iadirectly, accept or knowingly 
receive any euch rebate from the premium specified in the policy; this section 
shall not prevent any corporation, person, partuorship or association lawfully 
doing Ube businese of fire insurance in this state from the distribution of sur- 
plus and dividends to policyholders after the first year of insurance; nor shall 
this section prevent any euch corporation or other insurer, or his or ite agent, 
fren paying comsisnioas to the broker who shali have effected the insurance. 


Mo person shall be excused from attending and, whea ordered so to do, from 
testifying or producing any books, papere or cther documents before any court 
o magistrate, upon any investigation, proceeding or trial for a violation of 
ay of the provisions of this section, upon the ground or for the reason that 
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the testimony or evidence, documentary or otherwise, required of him may tend 

te convict him of a crime or subject him to a penalty or forfeiture, but no 
person shall be prosecuted er subjected to any penalty or forfeiture for or on 
account of eny transaction, matter or thing concerning which he may have bees 
required so to testify or to produce evidence, docuwortary or otherwise, and 

ao testimony so given or produced shall be received against hie upen any criming} 
imvestigation or proceeding. Any person or corporaticn violating the 

ef this section shall be guilty of a wisdemeanor and shall forfeit to the Prop ls 
of the estate the cum of five hundred dollars for each such violation, 


8 2, Thie ect shall take effect iuncdiately, 





An Act to emend the insurance law by providing for the admission of certain 
mutual fire imsurance corporations of other states, 


The People of the State of Mew York, represented in Senate end Assembly do 
enact as follows: 


Section 1. Section ome hundred and forty-nine of chapter thirty-three of 
the laws of nineteen bundred and nine, entitled "An act ia relation te 
corporations, constituting chapter twenty-eight of tha consolidated laws,” is 
hereby amended to read as follows: 


8 149, authorization of fereign autual fire insurance corporations, Every 
wutual fire insurance company or association incorporated under the lews of any 
other state of the United States may be permittod te do business ia thie state 
by the superintendent of insurance om filing with him the following: 


(a) A certified copy of its articles of iwcorporation or association and of 
its by-laws, 

(@) A consent, duly oxecuted, appointing the supeintendent of insurance to 
be the true end lewfwl attorney for such compaagy or essociation in and fer this 
state, upon whom al) legal procese in any action or preceeding against the com 
peay or ancociation eay be served with the same effect: as if it was a domestic 
company or association, Service upon such ettorney shall thereafter be deened 
service upow the company or association, 

(ce) Am agreement that it will pay the taxes provided for in section one bun 
dred and forty-nine-a of this chapter, and that it wiil furnioh any further ip 
forestios as to its financial condition, aad the premiums collected by it withia 
this state, es the superiatendent of iesurance chall require, 

(4) And each such company shall pay to the superintendent of insurance the 
fees required by section six of this chapter, 


Provided, t mo such certificate of authority shall be granted unless such 
coapany shall on deposit with the superiatenden:: of insurance of this 
state or with the euditor, comptroller or general fiscal officer of the state 
by whose laws it is incerporated, the cum of two hundred thousand dollars, is 
securities of the kind and character in which domestic fire tasurence companies 
are required to invest as minimm capital iavestments by section sixteen of this 
chapter, The superintendent of insurance shall be furnished with a certificate 
ef such auditor, comptroller or general fiscal officer, under his hand and offi- 
cial seal, that he, as such auditor, comptroller or general fiscal officer of 
said state, holds in trust and on deposit for the bensfit of all the policyholders 
of the corporation such stock and securities, Such certificate shall embrace 
the itews of securities so held end shall state that <he officer waking it is 
satisfied that the securities are worth the encunt hereia required; and 
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rrovided, further, that such company shall annually file satisfactory proof 
with the cuperintendent of insurance that it has and maintains in addition to 
the deposit a reserve fund equal to the total uncarued premiums on 
the policies im force, calculated on the gross swe without any deduction en any 
gecount charged to the policyholders on each respective risk from the date of 
the iseue of the policy; and 


provided, further, that the certificate of authority granted by the superin 
tendent of ineurance, pursvent to the provisions of this act, to such insurance 


e and that it may be safely intrested wi 
the continuance of ite euthority to do business, he may grant a renewal of 
have at least five eillion dollars of insurance in 
force in aot less then hundred separate rieks and shall have transacted 
iasurancé business ia its howe state for at least ten yeare and shall have 
& least the amount of five million dollars in each 
the five yeare immediately preceding its application for edmiesion to do 
besinese im thie etate; and shall have and waiatain a reserve fund equal to the 
total om the policies im force calculated on the gross evs 
om eny account charged to policyholders on cach respec- 


» and io addition has contingent assets of at least fifty thousand 
lere in the form of the obligations of policyhelders to pay to such company 
event the funds of such company fall below the emount re+ 


total ineurence in force; end shall provide in all policies iseved 
policyholder is liable, in addition to the original premium paid, 
amount at least equal to one year’s premiums; provided, fur- 
such cowparzy shall be exposed to loss to an emount exceeding ten 
centus tual net and contingeat essets upon property situated withi:. 
boundaries of one city block or om one group of buildings composed of attached 
buildings which have less than sixty feet of clear space at all poiats 
dings end other buildings; provided, further, that the certifi- 
cate of authority greeted by the superintendent of insurance pursuant to the 
provisions of this act te such insurance corporation to do business in this state 
shall not remain in force for a longer period than one year and that whenever 
the condition of any wuch corporation to which a certificate of authority has 
ie euch that it cannot meet all the requirements of thie sectica 
the superintendent of insurance shall forthwith revoke such certificate, 


i 
E 


$2, Section one hundred and forty-nine-a of said chapter is hereby amended 
to read as follows: 


§ 149-a, (ix oa foreign mutual fire insurance corporati Premium or 
dstesement Tax. Every autual fire insurance company or association authorized 
to do business im this state pursuant to section one hundred and forty-nine of 

shall, few of ly, om or be- 
fore the first day ruary of each year, pay 4 ° three per centum 
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on all [prose] net premiums or assessments collected or received and retained 
by it them for euch irsurance upon property situate within this state chur ing 
the preceding year ending the thirty-first day of Decewber to the Super 
ef Insurance, The tera "net premium or assesements” shall in no event inclads 
any amounts returned to policyholdere by way of unearned premiums on canceled 
pelicies, returns on account of reduction of rates or any dividends whatsoever, 
Oa or before the first day of February of each ev such company or asso 
ciation shall file with ecaid superintendent a Gletatioa statement showing the 
wet emount of premiums and assessments collected and retained during thy 
preceding year, for insurance upon property located in this euheortane epeci fy. 
ing the amounts of preniums and assecements se collected by city, wil 
or fire district im which the property covered by such insurance is loceted 
Im case any such company or association shall neglect or refuse to uske file 
euch report, or pay the tax imposed in this section, its certificate of auther. 
ity to do business in this state shall be revoked by the superintendent of 
surance and it shall forfeit the sum of ove hundred dollars for each day af 
the first day of February of each year that it shall omit to wake and file 
report, or shall seglect to pay the tex imposed by this sectics, which cus 
be collected in an action in the name of the people ef the state of New York to 
be prosecuted by the superintendent of insurance and collected by him. After 
the neglect or refecal of euch company or essociation to make and file such re 
pert, or pay owch tax, such company or association or its agente shall not effect 
euy iasurance oe any property ina thie state, 
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8 3. Sectics one hundred and forty-aine-c of said chapter is hereby amended 
to read as follows: 


8 149-c, Distribution of Tax, Ten per centus ef all (a1) moneys received 
by the superintendent of insurance under the provisicous of section one hundred 
and forty-nine-a of this chapter shall be [ distributed by him on April first of 
each year after deducting the expenses of collection and distribution there 
of, as follows: Tem per cestum ther paid to the "iremen's Association of 
the state of New York for the support and eaintenance of the Firenen's Home at 
Eudson, Hew York, end the balesce [to the various ascociations, cities, villages 
end fire districts fm the same manner end to the sews extent as the tax imposed 
by sectice one bundred and thirty-three of this chapter is now received by thea, 
except that in the cities of Bew York and Buffalo, he shall pay the seme to the 
officers and aseociations now receiving the tax imposed on foreiga fire insur- 

the chartere of said cities. The superin- 
tendent of insurance shall appoiat, for a term act exceeding his own tera of 
effice a suitable and competent person to collect and distribute the tax imposed 
by section one hundred and ferty-nine-a of this chapter, The person se appointed 
shall receive such compensation for his services and disbursements as the super- 
iatendent of insurance shall fix, but the same shall be payable only from the 
moneys which the ssid intendeat shall receive under the provisions of said 
last mentioned sect: shall be paid by hie iato the state treasury. 


84. This act shall cake effect iumediately, 


An Act to emend the iasurance law, providing that those county and town coepera- 
tive associations which, prior to July firet, nineteen hundred and ten, vere 
iseuing policies of insurance on acrcantile aad eawfacturing risks in amounts 
mot to exceed four thousand dollars may contiaue to issue such insurance, 


The People of the State of New York, represented in Senate and Asseubly, do 
enact as follows: 
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gectton 1, Section tuo hundred and sixty-six of chapter thirty-three of the 
jess Of ainetccn hundred and nine, entitled "An act in relation to insurance 
ations, constituting chapter twenty-eight of the consolidated laws," as 

geented by chapter three hundred and twenty-cight of the laws of nineteen hun- 

dred and ten, is hereby amended to read as follows: 


§ 266, General provisions effecting assessment corporations only. The follow- 
ing provisions chall affect corporations doing business om the assessment plan, 
persuant to the provisions of this article, 


1, Such corporatiens may issue policies of insurance against any loss or dam- 
age to detached dveliing houses, barns, hop houses, cheese factories, creaneries, 
gehool buildings and other buildings, and the centents of any such buildings, 

with the live stock owned on the premises by che insured; provided that 

herein contained shall authorize such corporations to issue policies on 
peildings used for hotel, mercantile or manufacturing purposes, excépt that such 

which were, prior to July first, nineteen hundred and ten, issuing 

{esurence on such risks may continue to issue insurance thereon in amounts of 
gore than four thovsand dollars on each separate risk; end provided, further, 
go such policy shall be issued for more than seven thousand dollars on any 
risk, or, if such policy is against loss or damage by reason of lerceny, to 
extent of not more than five hundred dollars on any one risk, 


ER 


rs 


such cerporation may classify the buildings or property insured 
the time of the insurance and issue policies under different rates. 


i 


3, Every scch corporation may borrow, om the credit of the corporation, suf- 
to pay aay loss, or make an assessment upon ali the property insured, 
according to tha clessification or according to the amount insured, 
provided im the by-laws, eufficient to pay such loss. If it is deemed 
the best interest of the corporation, such corporation may estimate 
gecessary to pay all the lesces and expenses for the current year 

ly any deficiency in the preceding year, end essess and collect the 
the members of the corporation, Each asseosment shall be made pre rata 
1 the property at che time insured, according to ite classification or 
according to the amount insured, 
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@2, Thies act sha’l take effect imuediately. 





in Act to amend the insurance law, in relation to the organization of persons, 
ps or asseciatious engaging in the businzss of insurance as Liocyds 

or inter-inourers, amd to permit the admission Licyds of other states, and 
to provide for the forwarding of process by the superintendent of insurance, 


The People of the State of Mew York, represented in Senate and Assembly, do 
enact as follows: 


Section 1, Section thirty-five of chapter thirty-chree of the laws ef nige- 
teen hundred and nine, entitled "An act ie relation to insurance corporations, 
constituting chapter twenty-eight of the consolidated laws," is hereby amended 
to read as follows: 


$35. Superiatendent to forward process. Whenever lawful process agaiast 
a ingurance corporation or one or more persous shall be served upon the super- 


iatendent of insurance under the provisions of this chapter, he shall ferthwith 
forward a copy of such process by mail, prepaid end directed to the secretary 
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of the corporation or to euch person or persons or in the case of corporations 
incorperated wader the laws of any foreiga goverment, to the cesident manager 
or last appointed general agent of the corporation in this country, 


For each copy of process the superintendent shall collect the sum of two dollars, 
which shall be paid by the plaintiff at the time of cuch service, to be racevered 
by him as part of the taxgble disbursements if he succeeds in the suit, 


6 2, Section three huadred of chapter thirty-three of the laws of ainetess 
buadred and nine, entitled "An act im relation to insurence corporations, consti. 
tuting chapter twenty-eight of the consolidated laws," as amended by chapter 
six hundred and thirty-eight of the laws of ninetcen hundred and ten, is hereby 
amended to read as follows: 


8 300, Application of article, Sotwithetanding the provisions of sectiog 
fifty-four of thie chapter, persons, partnerships or associations which, on October 
first, eighteen hundred and ninety-two were lewfully ari actually engaged in the 
besiness of insurance as Liyods or inter-insurers or individual underwriters 
wey, efter January first, aineteen hundred and eleven, contiaue to do the bust- 
ess of insurasce in thie state, provided that such pecsons, partaershipes or 
asseciations shall comply with the provisions of this article, but not otherwise, 
Mo persons, pertuerships or essociations other than those specified in this eec- 
tion, and which shall receive the certificate of insurunce specified in sectiog 
threes bundred and ome of this chapter, shall, after January firet, aineteen hun- 
dred and eleven, engage in the business of iasurance in this state es Lloyds or 
inter-insurers.] ; and such persons, paxtearehipe aad associations as may comply 
with and be licensed according to sections three hundrad and four and three bun- 
dred and five of this erticle aay do such iasurance Suviness as is therein per 
witted. Amy persons, partoerships or esecciation which, after Jonuary first, 
nineteen hundred and eleven, shall ia this state engage in the business of in- 
surance as Lloyds or inter-insurers, or represent or advertise that they are so 
engaged, without haviag been authorized eo to do io accordance with the previsions 
ef this article, and any agent, sub-agent, or representative of any such parsons, 
partnerships, or asseciation not so authorized to do such business in thie state, 
wo shall efter January firet, nineteen hundred and eleven, in any way represent 
aty such unauthorized persons, partnerships or associations, directly or in- 
directly, in engaging or attempting to engage ian tho business of insurance is 
this state, shall be guilty of a aisdeseancr. 


8 3, Secticn three hundred and two of said chapter ia hereby ancnded to read 
ac follows: 


6 302. General provisions affecting Lloyds and inter-insurers licensed under 
the preceding section. Me such persone, partuerships <r associations who clais 
that they were lawfully end actually doing the busines» of insurance {fo this 
state as Lloyds cor iuter-ineurers on October first, eighteen huadred and uinety- 
two, shall, after January first, nineteen hundred and eleven, engage in tha busi- 
eess of insurance in this state as Llogds or inter-insurers, (a) unless there 
shall be on file im the office of the superintendent of insurance a copy of the 
original articles of association, co-parteership agreement or iater-ineurance 
contract, together with ell amendments thereto, accomp.aied by an affidavit, veri- 
fied by an attorney-ia-fact, to the effect that it is « true copy, and stating 
where the principal office of such persons, partnerships or associations so doing 
euch business is located, the kinds of insurance ia which it is engaged, or io 
which it lewfully claims the right to engage, the neme under which business is 
done and the names and post office addresses of all the underwriters, inter-in- 
eurers and attormeys-in-fact so doing business as Lloyds or interinsurers, 
which affidavit shell be so verified not earlier then Decexber fifteenth, nine 


teen hundred and ten; or which shall change the wunder which buginess 
is dene, without first A & the written SSprovel of 
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intendent of imsurance; ox (c) which shall establish branches under 

or different names or titles; or (¢) which shall have e name so cimiler 
of say other Lloyds or insurance corporation as in the opinion of the 

of insurance is calculated to deceive, and any existing Lloyds 
having such a usme may be required to change sama by the superiatendent of in- 
gorance; or (©) which does not maintain at ell times, in aidition to all cut- 
claims and other liabilities, a cum equal to the total unearned preniuzs 
eo the policies in forca, calculated on the gross cms without any deduction on 
gay eccount, charged to the policyholder om each respective risk from the date 
of the policy; or (£) which shall not have its assets imvestod as prescribed by 
section eixteen of this chapter; or (g) unless each of the unierwriters shall 
be vorth in his own right not less than twenty thousand dollais above all lia- 
pilities, such facts to be determined by the superintendent of insurance, and 
in determining seme he may take the signed reports of commerci.l agencies having 
apwards of one hundred thousand subcribers. Bo such persous, j;artmerships or 
gsoociations shall change the location of their principal offic. for the trans 
of business without first filiog with the superintendent of fasurance 
fidevit of an attorney-in-fact stating where such office is to be located, 
event shall such office be located outside the state of New York, 

ie the underwriters, inter-insurers cr attorneyc-in-lact, made 

filing of the affidavit previously mentioned in this art'cle, shall 
the superintendent of insurance by a written verified statement 
in-fact within twenty days after the seme has been mde, which 
be accompanied by an egreement, executed and duly acnowledged, 
sew underwriter or underwriters, inter-insurer or iatvr-insurers 
agreement between all the underwriters or inter-insurers required 
tion three hundred and one of this chapter, with regird to the 
« The undervriters’ liability shall not be included in the 
reports of such persons, partnerships or associatious either as 
liability end any deposit made by an underwriter with any such 
teerships or associations, if treated as an asset in any staterert 
» shall alco be charged as a liability. 
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Article X of such chapter is hereby emended by adding thereto two ser 
be knowa as sections three hundred and four and three hundred and fiva, 
read as follows: 


ti 


General provisions affecting Licyds and inter~insurance associations 
after July firet, nineteen hundred acd aleven. On and efter July first, 
hundred eleven, twenty-five or more persons, partnerships or corpora- 
the requisite authority by their charters may engage in the busi- 

insurance as is specified im sections one hundred and ten and one 
fifty of thie chapter as Lloyds or iuter-insurers upon receiving a 
ficate of authority from the superintendent of insurance so to do. The ap- 
fon for such certificate of authority shall be signed by the attorney or 
eim-fact of those persons desiring such certificate end aust be accom 
by a declaration which must set forth, (a) the name under which the busi- 
mess is to be conducted which name shall not be so similar to any existing Lloyds, 
inter-iasurance association or corporation, as, in the opinion of the swperintend- 
of insurance is calculated to deceive; (b) the exact location of the princi- 
office at which the business is to be conducted, which office must be in the 
of New York; (c) the kinds of insurance iatended to be written, which aust 
y of those permitted by this secticn; (4) an exact copy of the articles 
association, co-partnership agreements or inter-insurance contrect made be- 
such underwriters or inter-insurers; (e) the names and addresses of all 
endervriters or inter-insurers so proposing to engage in such business; (f) 
designation of one or more attornsys-in-fact whe shall be 
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collars has bacn coatributed dy the sutscribers as 2 giaronty fund far poliley. 
holders aud is in the possession of the attornoy or attorreys-iuefact for such 
subscribers and is either in cash or invested in such securities as are specifies 
in section siateen of this chapter. Such declaration tust be signed and gworg 
to by all ef the persons, and the proper officers of the corporations soe 

to engage in the business of insurance pursuant to this section, After such docy. 
ments specified shall be filed, the superiatendent of insurance shall cause an 
examination of such Lloyds or inter-insurance association to be made, and if he 
is satiefied that ell of the facts alleged in the declzration are true and that 
the article of association, co-partnership agreement cr inter-insurance contract 
are of such a character thet the righte of the policyholders will be protected 
thereunder, he shell issue a certificate of authority toe do such business of ig. 
surance in thie state as is specified in the decleretion, which certificate shal] 
be {seved to such Lleyds or iater-iesurance associaticn, under the name chosen 
end approved, authorising the underwriters or inter-iccurers thereof to do the 
business permitted, Any such Lloyds and iater-insuratce associations as may be 
thus authoriged to do businscs in this eteate (1) chai! at all times keep and 
maintain a fund of an amount equal to all outstandirg cleims and other liabili. 
ties, plus the unearned premiums on the policies in fco7ce, calculated on the 
gress cums, without any deduction on any account, charged to the policyholder f 
on each respective risk from the date of the policy, cand in addition the sus 

ef two hundred thousand dollars; (2) shall net chaage the neme under which busi. j 
ness is dome without first obtaining the written appreval of the cuperiatendent 
of ineurence; (3) shall not establish branches under ocher or different nanes 

or titles; (4) shall have its assete either in cash or invested as prescribed 
by section sixteen of this chapter; (5) shall notify the superintendent of in- 
gurance of any change in the location of its principal office for the trensac- 
tion of business, which o7fice sball always be im the state of Rew York, which 
said notice shall be in the form of a declaration, subzcribed and svorn to by 
its atterney or attorneys-in-fact; (6) shall notify the superintendent of inour- 
ance of eny change in its underwriters or iater-insucess, which notice shall be 
im the form of a declaration subscribed and svorn to by its attorney of attorneys- 
fe-fact; (7) shall not amend or change its articles of aesociatiou, co-parteer 
ship agreement or inter-insurance contract withovt. the epproval of the superia 
tendeat of insurance, and a true copy of any ameuiecat or change permitted shall 
be verified by am attorncy-in-fact of such Lleyds o: ister~insvrance association 
and be filed with the superintendent of fasurance; <3) shall notify the super- 
inatendent of iusurance of any change in its attorney or attorueyys-ir-fact by 
filing with the superiuteadeat of insurance an tast<w:snt revoking the designe 
tioa or appointment ef any attorpey or attorneye-in-fuct who are no longer to 
act for euch uaderwriters of inter-iesurers, end designating and appointing one 
or more ettorneys-in-fact, residents of this state with full names and 

who shall thereafter be the attorney or attoracys-tnrZact for such underwriters 
or inter-ineurers, ovch iastrument to be signed and svurn to by each and every 
of the underwriters or inter-insurers who shall then be doing business under 
such authority. 


After any Lloyds or inter-insurance association is authorized to do business 
in this state, pursuant to this section, it wszy be joined by othex and eddition- 
al underwriters or iater-insurers, but ie that event such underwriters or fate 
insurers who uay thereafter joia such avthorized Lisyis or inter-iesurance asso- 
ciation shall be held to be bound by the documents ca fiie with the superintend- 
ent of insurance concerning such Licyds or intez-insu:ance association in the 
Game manner as though they had personally signed the same, and the attorney or 
attorneys-in~fact then authorized by the underwriters of such Lleyds or inter- 
insurance asseciation to act for them shall theresfte: and subject to the pro- 
visions of this section be the attorney or attorazys-in-fact for such additions! 
underwriters, and service of a cuemons or other iegel process on an attornsy-in - 
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fact for the underwriters of such Lloyds or inter-insurance association whose 

sppoiutent is im force and so filed with the superintendent of iusurance shall 
be equivalent to the personal service of such process on each and every of such 
qisreriters and inter-insurers within this state. 


$305, Provisions for the aduiesion of Lloyds and inter-insurance associa- 
tions domiciled in other states, On and after July first, nineteen hundred end 
eleven, the superintencent of insurance way in hie discretion issue a certificate 


such insurance business in this state, for permission to do which 
application is made, and as may be authorized by the articles of association, 
partnership agreement or inter-insurance contract undor which such Lloyds or ia- 
er-lasurance association is operating, providing, however, that in uo event shall 
gthority be given tc amy sach Lloyds or iuter-insurance association to do other 
kiede of insurance business than those specified in sections one hundred and 

ten end one hundred and fifty of this chapter. 


The application for such certificate shall specify the kinds of business such 
Lloyds or inter-insurance association desires authority to transact withia this 
; it mest be signed by the attorney or attorneys-in-fact for such Licyds 
eineurance association and must be filed with the superintendent of in 
with, (a) e certificate from the insurance department of its 
t it hes and wainteins at all tiscs an amount equal to all ocut- 

claims and other liabilities, plus the unearned premiums on all poli- 
force, calculated on the gross sums, without any deduction on any eccount 
te the policyholder on each respective risk from the date of the policy, 
eddition the sum of two hundred thousand dollars; (b) a true copy of the 
of associaticu, partnership agreoment, or inter-tasurance contract of 

or inter-insurance association, verified by its attorneys or etter 
c) am agreement executed by am attorney or attorneys-in-fact for 
iater-iasurance essociation in such form as the 

way prescribe that it will act do any business in this state which 
Lloyds or inter-insurance association cannot do; (d) a declaration and 
duly executed and acknowledged by each of the underwriters of such 
iater-insurance association, eppointing the superintendent of insurance 
lawful attorney for such Lloyds or iater-insurance association and 
wderwriters thereof in and for this state upon whom all legal process ia 
action or proceeding against the said Lloyds or iater-insurance association 


ters thereof may be served and thet any service upon him shall 
to the personal service within this state of such process on each 
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and every of gech underwriters of iuter-insuvers, If any such Lloyds or inter. 
Gapuremee esguciation is authorised te do business is this estate, and, aftor 
authorisation, other underwriters or inter-insurers desire to join in issuing 
pelictes of insurence in this state with the underwriters or ister- 
hawe filed such declaration and agreement, they 

filieg similar declarations and agreements with 
The certificate of authority of any such Licyds or inter-insurance association 
ehall be revoked by the superiatendent of insurance if 

that any underwriters or inter-insurere are iseuing policies of insurance withia 
this state, under epparent euthority of such certificate without filing such dec. 
leration and agreement as aforesaid, or if such Lloyds or interinsurance 

tion does sot maintain et all times the funds specified in this 

wiolated its agreement, or the law, or is found to be in such a condition that 
the further tramsaction of business by it will be hasardous to its policyholders 
or ite creditors or to the public. 


: 
! 


Eech such Lleyds or iater-insurence asseciation shell pay the super: 
ef insurance the fees required by section six of this chapter, and, in lieu of 
all other taxes upon premiums, shall anqually on or before the first day of Fe. 
ruary im each year, pay tc the superintendent of insurance a tax of two per cest- 
wm on all set premiums collected or received by it fer insurance upon property 
situate within this state during the preceding year ending the thirty-first day 
of December, which shall te paid by his into the state treasury, 


6 5. Thie act shall take effect July first, nineteco hundred and eleven, 





4m act to eameod the insurance lew in relation to esteblishing the office of atate 
fire marshal, defining hie powers aud duties, aud providing for his compensa- 
tion and the waiatenance of his office. 


The People of the State of Mew York, represented in Senate and Assembly, do 
enact as follows: 


Bection 1, Chapter thirty-three of the laws of ninctean bundred and nine, 
entitled “An act ia relation to insurance corporations, comstituting chapter 
twenty-eight of the consolidated lews," is hereby amencied by inserting therein 
a@ new article to be article ten-a thereof, aad to reed as follows: 


ARTICLE Z-A 
State Fire Marshal. 


Section 350. Office of state fire marshal cetablished; appointment; term; salary, 
331, Deputies. 
352, Assistant officers. 
353. Duties of the assistants to the state fire marshal to investigate 
the cause and origin of all fires. 
354. Duties of the state fire marshal and assistants to inspect property. 
355. Powers of stae fire marshal, deputies aid assistants, 
356, Records. 
357. Annual repert. 
358 Witnesses. 
359. Duties of district attorney. 
360 Compensation of assistants, 
361, Penalties, 
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§ 350, Office of state fire marshal established; appointment; term; salary. 
the office ef state fire marshal is hereby established, The governor is hereby 
gothorized and empowered to appoint, within thirty days after this act shall take 

with the advice and consent of the senate, a suitable person 

a citizen of this state, as state fire marshal, who shall hold the 
office until hie successor is appointed and qualified. Such officer shall keep 
his office in the capitol in the city of Albany and may be cemoved for cause at 
gy tine by the governor. He shall receive am annual salary of four thousand 
end shall be paid, in addition, his actual and necessary expenses in- 
in the performance of the duties of his office. He shall devote his whole 
duties of his office, Whenever there shall be a vacancy in the of- 
ire marshal, the governor shall fill the vacancy for the unexpired 

provided in this section. The state fire marshal and his depu- 
and subscribe and file in the office of the secretary of state 
fonal oath within fifteen days from time of notice of their appoiat- 
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Deputies. The state fire marshal shall appoint a first deputy fire 
ehall receive am anual salary of twenty-five hundred dollars, and 
ty fire marshal who shell receive an angual salary of two thousand 
deputy shell also be paid his actual and necessary expenses in- 
formance of the duties of his office. The state fire marshal 

such other clerks and assistants as shall be needed in the 
fies of his office. In casa of the absence of the state 

inability from any cause te discharge the duties of his 
shall devolve upon the first deputy state fire marshal; and 
of the state fire marshal and the first deputy state fire 

their inability from any cause to discharge the duties and powers of 
fies and powers shall devolve upon the second deputy state 
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Assistant officers, All aunicipal fire marshals iu those aunicipal- 
euch officers, and where no such officer exists, the chief of the 
department of every incorporated city or village im which a fire departwent 

lished, the president or like senior officer of each incorporated village 
we fire departzent exists, and the clerk of each organized town without 
any incorporated village or city, shall be, by virtue of such of- 
to the state fire marshal and subject to the 
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fons impesed by thie article and shall be subject to the direc- 

ties of the state fire marshal ia the execution of the provisions hereof, Inme- 
Gately upon taking office the state fire marshal shall prepare instructions to 
the assistants designated herein and form for their use in the reports required 
by thie erticle end cause them to be printed and sent, together with a copy of 
thie article to each such officer located in this state. 

6353, Duties of the assistants to the state fire warshal to investigate the 
couse and origis of ell fires, The assistants to the state fire marshal as de 
fined in the precediag section shall investigate the cause, origin and circun- 


occurring in any city, village or town in this state by 
oyed or damaged, and so far as it is possible, de 
the reeult of careleseness or design. Such investi- 
iumediately upon the occurrence of such fire by the assist- 
tory such fire has occurred, and if it appears to the officer 
tigation that such fire is of suspicious origin, the state fire 
iemediately notified of such fact. cévery fire occurring in this 
reported in writing to the state fire marshal within thirty days 
of the seme by the officer designated in section three hun- 
this article in whose jurisdiction such fire has occurred; 
im the form prescribed by the state fire marshal and sha‘! 
all facts relating to the cause and origin of such fire 
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that can be ascertained, the extent of damage therecf «nd the insurarce upon such 
property, and such other information as may be required, 


$354, Duties of the state fire marshal and assistants to inspect property 
The state fire marshal, hie deputies or assistants, upon the compleint of any » 
persona or whenever he or they shall deem it necessary ehall iuspect all build. 
ings and premises within their jurisdiction. Whenever any of said officers shalj 
find any building or other etructure which, for went of repairs or by reason of 
age or dilapideted condition or for any other cause, i« especially liable to fire 
and which is so situated ae to endanger cther property, and whenever such officer 
shall find in any buflding combustible or explosive matter or inflammable condi. 
tions dangerous to the safety of such buildings he or they shall order the 
to be removed or remedied, and such order shall forthwith be complied with by 
the owner or occupant of euch premises or buildings, <f such order ic made by 
any deputy or aseistact to the state fire marshal such owmer or occupant may, 
withia twenty-foure appeal to the state fire marshal, vho shall, within ten 
review such order and file his decision thereon, and unless by bis authority the 
order is revoked or modified it shall remain in full force and be obeyed by such 
owner or occupant. 


Any owner or occupant failing to comply with such order within ten days after 
said appeal shall have been determined, or, if a0 appeal is teken, thea within 
ten days after the service of the said order, shall be liable to a penalty of 
fifty dollars for each day's neglect thereafter. The service of any such order 
shall be made upon the occupant of the premises to whea it is directed by either 
delivering a true copy of same to such occupant personilly or by delivering the 
same to and leaving it with any person in charge of the premises, or in case no 
euch person is found upon the premises by affixing a copy thereof in @ conspicu- 
ous place on the door to the entrance of said premises; whenever it may be neo 

to serve such an order upon the owner of premisas, such order may be 
served either by delivering to end leaving with the said person a true copy of 
eaid order, or, if euch owner is absent from the jurisdiction of the officer 
waking the order, by mailing euch copy to the owner's last known post office 
address. 


The penalty herein provided aay be recovered in an action brought in any 
court of the county where such property is located, in the name of the people 
of the state, under the direction of the state fire marshal or any of his assist- 
ents herein designated, by the legally constituted law officer of tha city, vil- 
lage er town where such property is located or by an attorney specially desig- 
nated therefor by the attorney general. 


6 356. Powers of state fire marshal, deputies and assistants. The state 
fire warshel or his deputies may, in addition to the iuvestigation made by any 
of his assistants, et any time investigate as to the o-igin or circumstances of 
any fire occurring in this state, The state fire warshal, hie deputies and ae 
sistants eball have the power to summon witnesses and compel them to attend be- 
fore them, or either of them, and to testify ia relation to any matter which is 
by the provisions of this article a subject of inquiry and investigation, esd 
may require the production of any bock, paper or document deemed pertinent or 
necessary to the inquiry, and shall have the power to administer oaths and af- 
firmations to any person appearing as a witness before them; such examination 
may be public or private as the officers conducting the investigation may deter- 
wine. 


Bo person shall be excused from ettending before the seid fire marshal or 


any 
of his deputies or assistants when sumsoned so to atterd, nor, when ordered so 
to do, shall they be excused from testifying or producing any books, papers or 
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before such officer upon any investigation, osrocesding or inquiry in 
sti under the provisions of this article, upen the ground or for the reason 
thet the testimony or the evidence, documentary or otherwise, required of hia 
say tend to convict him of a crime or subject him to a penalty or forfeiture, 
bet no person shall be prosecuted or subjected to @ penalty or forfeiture for 
or og account of any transaction, matter or thing concerning which he easy have 
been required so to testify or prodnce evidence, documantary:or otherwise, and 
yo testimony so given or produced shall be received agaiast him upen any crimi- 
mal investigation or proceeding; if, after any such examinetion of witness or 
a investigation, the state fire marshal or any of his deputies or assistants 
ig of the opinion that the facts ia relation to such fire indicate that a crime 
hes been committed, he shall present the testimony taken on such examination, 

with any other data in his possession to the district attorney of the 

county, with the request that he institute such criminal proceedings as 

gech testimony or date way warrant, 


The state fire marehel or his deputies or any of his assistants aay at all 
le hours entex any building or premises within his jurisdiction for the 
of making an inspection which, under the provisions of this article, he 

or they may deem necescary to be made, 


g 356. Records. The state fire marshal shell keep in his office a record 
of all fires occurring in this state and of all the facts concerning the same, 
iecluding statistics as to the extent of such fires and the damage caused there- 
by, and whether such losses were covered by iasurance, and, if so, ia what amount, 
Such record shall be made daily from the reports made to him by his assistants 
wider the provisions of thie article, All such records shall be public, except 
ay testimouy taken in en investigation under the provisions of thie article which 
the state fire marshal in his discretion way withhold from the public. 


§357, Annual report. The state fire marshal shall annually on or before 
the fifteenth day of February, transmit to the legislature a full report of his 
ogs under thie article and such statistics as he may wish to include 
therein; he shall also recommend any amendments to the law which in his judgment 
ghall be desirable. 


$358. Witnesses, Any witness who refuses to obey a summons of the state 
fire marshal, his deputies or assistants, or who refuses to be sworn or to testi- 
ty, or who disobeys any lawful order of the state fire marshal, his deputies or 
assistants in relation to any investigation instituted by him or them, or who 
fails or refuses to produce any book, paper or document touching any wsatter under 
ievestigation or examination, or who is guilty of amy conteuptucus act after being 
gumoned to appear before him, or either of them, to give testimony in relation 
to any matter or subject under examination or iuvestigation as aforesaid, may 
be punished for contempt of court, 


$359, Duties of district attorney, The district attorney of any county upon 
request of the state fire marshal, his deputies or assistants, shall assist such 
officers upon an investigation of any fire which, in their opinion, is of sus- 
picious origin. 


8360. Compensation of assistants. Except in cities having over seventy- 
five thousand inhabitants, all assistants of the state fire marshal not receie 
iag a salary from the state of New York shall receive, upon the audit of the 
state fire marshal fifty cents for each report of each separate fire reported 
to the state fire marsha). under the provisions of this article, and in addition 
there shall be paid to the chiefs of the fire departments, or to the president 
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or like senior officer of each incorporated village in which no paid fire depart. 
went exists, or to the tows clerk of each organized towe without the limits of 
an incorpereted village or city, whose duty it shall have been to make and whe 
actually shall have made the investigation, the sum of fifteen cents for each 
wile traveled to the place of fire, and in the discretion of the state fire mer. 
shal, where an investigation has. been had a sum not to exceed two dollars fer 
each day's service spent in such investigation. In cities having upwards of 
seventy-five thousand inhabitatns the sua of twenty-five cents for each r 

made and filed shall be paid im like manner to the officer making and filing the 
came. 


6 361. Penalties. All penalties or forfeitures cvllected under the provi. 
sions of this article shall be paid into the treasury of the state of Rew York, 


82. This act shall take effect immediately. 
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APPENDIX IT 


OTHER DOCUMENTS PLACED IN RECORD BY INTER- 
ESTED PARTIES, SUBCOMMITTEE STAFF, AND OTHERS 


A. Documents From InTER-Rectonat INSURANCE CONFERENCE 


JuLy 24, 1950. 
Attention : Executive officer. 


To members of and subscribers to Arkansas Inspection and Rating Bureau: 


STATUS REPORT OF OPPOSITION OF THE BUREAU TO PREMIUM PAYMENT PLANS 


In January of this year the bureau, upon action of its executive committee, 
determined to oppose all new individual deviation filings as well as renewals of 
deviation filings of all premium payment plans. This is still the policy followed 
by the bureau as it feels these plans are unfairly discriminatory and not in the 
public interest. ad ; 

As you are aware, a judicial hearing was held in Little Rock before Commis- 
sioner J. Herbert Graves on March 14, 15, and 16, 1950, with respect to the opposi- 
tion of the bureau to the installment premium deviation filings made by Insurance 
(o. of North America and Philadelphia Fire & Marine Insurance Co. At the 
conclusion of the hearing a tentative schedule was outlined for the preparation 
of the transcript (consisting of many hundreds of pages) and the preparation 
and filing of written briefs by counsel for the interested parties. It was hoped 
by all concerned that the various steps could be completed by July 1 so as to 
enable the commissioner to render his decision shortly thereafter. 

It now appears that a decision will be handed down by the commissioner 
within the next 30 days. Inquiries have been made by some company representa- 
tives as to whether a temporary general filing on this subject would be made 
by the bureau pending final decision of the case. A special meeting of your 
executive committee (attended by all members except one) was held on July 20 
in New York City. At that meeting, with bureau management and counsel 
present, the subject was fully discussed and after careful consideration the 
following resolution was passed: 

Be it 

Resolved, That no temporary general filing of any premium payment plan be 
made by Arkansas Inspection and Rating Bureau: 

That the actions of individual companies in making deviation filings be 
deplored ; and 

That the making of additional deviation filings by individual companies pending 
final decision be actively discouraged. 

Since the subject is of such widespread interest and the decision by the com- 
missioner now appears to be close at hand, we desire to bring you up to date and 
to assure you of the continued vigorous opposition of the bureau to premium 
payment plans in Arkansas. 

Yours very truly, 


CHARLES M. CLOSE, 
Chairman, Executive Committee. 


INTER-REGIONAL INSURANCE CONFERENCE 
EXECUTIVE COMMITTEE MEETING MARCH 16, 1955 


Present: Messrs. Peterson, Chairman, Herd (accompanied by Mr. Mays), 
Rattleman (accompanied by Mr. Miller), Erhardt (accompanied by Mr. John- 


son), Wareing (representing Mr. Jervey and accompanied by Mr. Baldwin), 
Nordeng, Jochen, Mountain, Polley. 
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By invitation, representing American Iron and Steel Institute: 

Messrs. F. D. Danford, treasurer, Armco Steel Corp., W. J. Davis, Jr. assist 
ant treasurer, Copperweld Steel Corp., L. J. Gee, insurance buyer, Pickands 
Mather & Co., R. E. Johnson, Youngstown Sheet and Tube Co., A. R. Tayerie 
manager, Insurance Division, Republic Steel Corp., O. B. Tearney, insurane, 
manager, Inland Steel Co., D. 8S. Butler, insurance counsel, Wheeling Stee] Cor 

Messrs. Sorensen and Beckwith. D. 

Chairman Peterson presided. 

I. Basic Steel—The representatives of the basic steel industry 
attached three exhibits comprising : 

(a) A list of companies whose figures are incorporated in the tabulations 
attached. 

(b)A statement of amounts of insurance carried by basic steel companies in- 
suring in the domestic market. 

(c) A tabulation showing amounts of insurance for the 5-year period 1950- 
1954 of basic steel companies which are presently either self-insured or are jp. 
sured in the London market. 

On behalf of the steel committee Mr. Butler reviewed these figures and stated 
that in view of the combined volume shown of approximately $6,300 million and 
by virtue of the loss experience listed for the basic steel companies which are 
self-insured or which are insured in the London market, the committee represent- 
ing the basic steel industry feels that consideration of modified insurance rates 
for the basic steel industry is fully warranted. 

The executive committee queried the steel representatives as to whether in 
their view insurance now written in the London market would be returned to the 
American market in the event the views of the steel committee are acquiesced jn, 
and the statement was made that in the event the ultimate cost for insurance 
appears satisfactory there would be every disposition on the part of the steel 
industry to carry insurance in the domestic American market. 

Considerable discussion centered about the desire of the steel committee to 
obtain a $5,000 deductible clause in contracts applying to the basie steel industry, 
and the view was expressed by the steel group that such a deductible appears to 
be essentially desirable both from the standpoint of the steel industry as well 
as from the standpoint of the insurance industry. Inasmuch as there is no 
desire on the part of the basic steel companies to make claims for relatively 
small losses, a suggestion was made that in lieu of a deductible clause, con. 
sideration might well be given to a statement in the contract that the policy does 
not apply to “nuisance losses,” meaning thereby such losses as might be defined. 

On this point it was the understanding that the basic steel committee would 
undertake to draft a definition of ‘nuisance losses” for submission to the execn- 
tive committee. 

In summing up, the chairman stated that the executive committee will give 
careful consideration to recommending a separate code for the collection of 
statistics relating to the basic steel industry and it was the understanding that 
a recommendation will be made to the actuarial committee of the National 
Board of Fire Underwriters that an informal code on basic steel be provided on 
an experimental basis to determine whether the provision of a permanent code 
is warranted. 

In addition, the chairman has stated that the advisory committee will be 
requested to consider the practicability of devising a special schedule for the 
busic steel industry. This matter is on the agenda for the next meeting of the 
advisory committee. 

In addition to the above the steel committee undertook to furnish certain ad- 
ditional information relating to the attached tabulations which they submitted, 
including a list of the companies whose insurance is included in the tabulation on 
Form No. 1. 

It was the understanding that a further meeting with the basic steel commit- 
tee will be arranged after consideration has been accorded the various points 
touched upon in these notes. 

II. Review of constitution.—The chairman appointed the following committee 
for the purpose of reviewing the constitution of the Inter-Regional Insurance 
Conference in the light of the past year’s experience: Messrs. J. L. Erhardt, 
Chairman, A. L. Polley, H. M. Mountain. 

IIT. Annual meeting.—The manager was authorized to complete arrangements 
with the Plaza Hotel for the annual meeting of Inter-Regional Insurance Con- 
ference to be held during the month of October 1955. Complete satisfaction was 


presented the 





bureaus 
coverag 
insurins 
familie: 
It wi 
organiz 
given t 
as is Te 
VI. 
directe 
provide 
to the | 
tional 
Whil 
liberal! 
the ad 
necessi 
liberal 
that tl 
necess! 
VII. 
that fl 
view 0 
and b 
provid 
withir 
would 
and n¢ 
The 
that s 
would 
VII 
tents. 
meeti 
that : 
tents 
The 
were 
figure 
Th 
prine 
bureg 
tified 
exter 
to dv 
It 
actus 
It 
com 
estal 
dwel 








sist. 
inds 
erle, 
anee 
orp. 


’ 


give 
n of 
that 
onal 
d on 
code 


il be 
' the 
’ the 


1 ad- 
tted, 
nm on 


mit- 
pints 


ittee 
ance 
ardt, 


ents 
(‘on- 
was 


THE INSURANCE INDUSTRY 2885 


expressed with the arrangements for the 1954 meeting and the hope was ex- 
that these could be duplicated. 

IV. Rate level adjustments.—The report of the Subcommittee on Rate Level 
Adjustments, dated February 23, 1955, previously furnished the executive com- 
mittee, Was approved, and it was the understanding that the chairman of the 
subcommittee, together with the manager, would wait upon the manager of 
the National Board of Fire Underwriters and would inform him of the proposed 
recommendations to rating organizations. 

y. Use of additional E.C.E. or broad form.—A proposal was made that recom- 
mendations go forward to regional bodies and independent rating bureaus that 
the additional extended coverage endorsement and the dwelling building(s) 
and contents—broad form be made available for the coverage of contents of 
private dwellings located in risks housing more than four families. 

Accordingly the following resolution was moved, seconded and carried : 

“Resolved, That Inter-Regional Insurance Conference recommend to fire rating 
bureaus that the rules be amended to permit the use of the additional extended 
coverage endorsement or the dwelling building(s) and contents—broad form in 
insuring contents owned by tenants of structures housing more than four 
families”. ; 

It was the further view that in making this recommendation to regional 
organizations and rating bureaus the suggestion be made that consideration be 
given to the use of these contracts in such cases at the same rate increment 
as is recommended for risks of the dwelling class. 

VI. Basic dwelling form.—The attention of the executive committee was 
directed to the point that a dwelling policy issued by an independent company 
provides for additional insurance in the amount of 10 percent of that applying 
to the principal dwelling structure covering on private structures and on addi- 
tional living expense and rental value. 

While the committee expressed the feeling that this is a relatively small 
liberalization in coverage, it was recommended that the matter be referred to 
the advisory committee with the thought that that body would develop the 
necessary detailed changes in the basic dwelling form to accomplish this specific 
liberalization. The opinion was further expressed by the executive committee 
that this change should be accomplished in such a manner as to avoid the 
necessity of an immediate reprinting of all basic dwelling forms. 

VII. Extension of contents coverage, statewide—The committee was informed 
that the Midwest Conference committee (local agents) has advocated that in 
view of the large number of removal permits necessitated under current practices 
and because of the expense involved therein, the dwelling forms be revised to 
provide for the extension of the contents coverage to any new dwelling location 
within the confines of a single State, it being the intent that such an extension 
would apply only when dwelling contents are moved from dwelling to dwelling 
and not from dwelling to storage or from dwellings to apartments. 

There was no support for this proposal in the executive committee which felt 
that such a liberalization might well lead to loose and careless practices which 
would have a tendency to spread to other types of contracts. 

VIII. Reduction in extended coverage endorsement rates on dwelling con- 
tents—The committee again took cognizance of a proposal, discussed at the last 
meeting, that a recommendation be made to rating organizations, nationwide, 
that a reduction in extended coverage rates be accomplished on dwelling con- 
tents through the medium of a differential as between buildings and contents. 

The National Board's classified experience figures for the State of Wisconsin 
were brought to the attention of the committee as well as dwelling contents 
figures developed in the State of Texas. 

The executive committee, feeling that the proposal has merit, approved in 
principle a recommendation to regional organizations and independent rating 
bureaus that, in line with the generally recommended policy of avoiding unjus- 
tified redundancy in rate levels, a differential be established to provide a lower 
extended coverage endorsement rate on dwelling contents than that applicable 
to dwelling buildings. 

It was suggested that this be discussed with the advisory committee prior to 
actual promulgation. 

It was the further consensus that a recommendation be made to the actuarial 
committee of the National Board of Fire Underwriters that a separate class be 


established for experience on the extended coverage endorsement relating to 
dwelling contents. 
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IX. Homeowners policies —The manager referred to a letter addresseg to 
Multiple Peril Insurance Rating Organization on January 14, proposing that, in 
the absence of objections being interposed by MPIRO the fire rating organigg. 
tions acting jointly with the National Bureau of Casualty Underwriters, under. 
take the filing of homeowners policies A and B to the end that companies who 
are not members of MPIRO may, if they choose, avail themselves of such filin 

He referred also to a response which has been received from the chairman of 
a committee representing MPIRO and stated that in the light of that 
the matter is before the executive committee for a decision as to what, if any, 
further action is to be taken. ’ 

A difference of opinion developed as to whether it was the intent of the re 
sponse received from MPIRO to actually interpose objections to the pro 
and in the light of this difference of opinion the committee concluded it would 
be advisable to determine its course of action on the assumption that the Te- 
sponse did intend to interpose objections. 

On that basis the following resolution was presented : 

“Be it resolved; (a) that the action of January 12, 1955, be and hereby jg 
rescinded ; and 

“(b) that the manager of Inter-Regional Insurance Conference be and hereby 
is instructed to recommend to the respective fire rating bureaus that homeowners 
policies A, B and C and rules, rates and premiums therefor be filed on behalf 
of those member companies so requesting.” 

It being the majority viewpoint of the executive committee that the best 
interests of the business as a whole require that action be taken on behalf of al 
interested companies rather than that numerous independent filings be Made, 
the above resolution having been duly seconded, was approved by a majority of 
the committee. 


List oF CoMPANIES F'RoM WHOM WE HAVE RECEIVED INSURANCE Form No, 1 
(As of February 11, 1955) 


Alan Wood Steel Co. 

Allegheny Ludlum Steel Corp. 

Armco Steel Corp. 

Atlantic Steel Co. 

Babcock & Wilcox Co. 

Braeburn Alloy Steel Corp. 

Carpenter Steel Co. 

Central Iron & Steel Co. 

Colorado Fuel & Iron Corp. 

Colonial Steel Division, Vanadium-Alloys Steel Co. 
Connors Steel Division, H. K. Porter Co., Inc. of Pittsburgh. 
Copperweld Steel Co. 

Detroit Steel Corp. 

Henry Disston & Sons, Inc. 

Eastern Gas & Fuel Associates. 

Eastern Stainless Steel Corp. 

Edgewater Steel Co. 

Erie Forge & Steel Corp. 

Granite City Steel Co. 

Green River Steel Corp. 

Harrisburg Steel Corp. 

Ingersoll Steel Division, Borg-Warner Corp. 
Inland Steel Co. 

Interlake Iron Corp. 

International Harvester Co., Wisconsin Steel Works. 
Jessop Steel Co. 

Joslyn Stainless Steels. 

Kaiser Steel Corp. 

Keystone Steel & Wire Co. 

Laclede Steel Co. 

McLouth Steel Corp. 

Merritt Chapman & Scott Corp., Milton Steel Products Division. 
Newport Steel Corp. 

Northwestern Steel & Wire Co. 

Pacific States Steel Corp. 
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x Iron & Steel Co. 
eee Coke & Chemical Co. 
pittsburgh Steel Co. 

ublic Steel Corp. 

Rotary Electric Steel Co. 
Sharon Steel Corp. 
gimonds Saw & Steel Co. 
Texas Steel Co. 
United States Pipe & Foundry Co. 
United States Steel Corp. 
Universal-Cyclops Steel Corp. 
Vanadium-Alloys Steel Co. 
Vulean Crucible Steel Co. 
West Virginia Steel & Manufacturing Co. 
Wheeling Stee? Corp. 
Wickwire Brothers, Inc. 
Woodward Iron Company 
Youngstown Sheet and Tube Co. 


Companies insured in domestic market (form No. 1) 











Amount of insurance 
State 
FIA Other 

EE WOM aac ce okacncennkecéecsesaudecs $82, 942, 100 $16, 193, 000 
ERR. pio cine nniainnsaisncsncecdbien pei 217, 812, 098 12, 422, 405 
Connecticut, ceenananatts ES PE eee: 18, 373, 110 22, 823, 000 
cies wvags ons nndneerdqcuuccmenene 
et Vee oo. con aewenacecnscneensptenes } 56, 500, 000 65, 615, 262 
EEE S> dtkconensccccocs aiid aaatannale aca 116, 000, 000 153, 960, 000 
Indiana.....------- Te at eens eens 332, 950, 000 1, 975, 000 
Sa a cial 76, 766, 000 48, 400, 000 
SC ee Eee See ene 55, 585, 000 25, 167, 500 
Ree eres ee. Se pales hha 139, 183, 500 90, 659, 000 
Rs Centres ds wan ct oinp kines ecg dp aeetsaet 154, 531, 501 126, 425, 000 

Natit nan cts basse bundckhaetaddeuen tau 1, 250, 643, 309 563, 640, 167 








Total losses 








State Amount of wa Total 
insurance | (5 years) 
1950 1951 1952 1953 1954 
| 

a _| $381, 928, 966 | $145,629 | $250,970 | $288,967 | $62, 220 $100 | $747, 886 
Illinois... _.._- 320, 472, 199 42, 352 89, 134 117, 685 20, 528 541 270, 240 
Indiana, Kentucky........_| 671, 238, 459 114,680 | 134,777 152, 882 38, 609 33, 550 474, 498 
Sh. Sdenwnd ones... /h, ae 102, SO 190, 024 180,206 | 329,494 | 205, 826 73, 095 978, 645 
Pennsylvania. __.____ ....|1, 434, 142, 786 98,383 | 154,285 | 490, 458 , & eee 772, 435 
New York, Massachusetts, 

ens de. oi. 80, 883, 044 19, 956 SOIT hs ska d 235 , 278 91, 346 
ORR. -nscs...<..-.-.-5-.| 420,108, 680 24, 940 23, 838 73, 001 A Fn a tights 192, 498 














ee : 4, 546, 931, 642 635, 964 886, 087 1, 452, 487 427, 446 | 125, 564 | 3, 527, 548 


Aveust 16, 1955. 


To: Public Utility Committee; Messrs. Corry, chairman, Crouch, Erhardt, 
Krieger, Berry, Lester, Ross, Wallace. , 
GENTLEMEN: Chairman Corry has called a meeting of this committee to be 
held in this office at 11 a.m. on Thursday, September 8. 
This meeting is primarily prompted by competitive developments with respect 
to the writing of public utility lines under various arrangements calculated 


to produce a reduced premium cost, including, notably, the provision of de- 
ductibles. 


Yours very truly, 
R. M. BecKwirTHa, 
Manager. 
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New York, N.Y., August 25, 1955 
Mr. R. M. BECKWITH, : 
Secretary, Central Traction and Lighting Bureau, 

116 John Street, 

New York, N.Y. 

Dear Mr. BeckwitH : Some developments in respect of public utilities business 
seemed to us to warrant early consideration by the executive committee of the 
Central Traction and Lighting Bureau, on which Mr. W. H. Berry of our 
organization serves. He is presently on vacation but I feel confident that I cap 
speak for him, inasmuch as he has discussed the situation with me at cop. 
siderable length. Whatever action, if any, is decided upon ought to be taken 
promptly if the companies members of the bureau are to maintain their position 
in respect of utility business. 

May I suggest that consideration ought also to be given to the troublesome gop. 
struction of the electrical exemption clause, which has resulted in our companies 
receiving claims from some assureds in respect of maintenance losses, whereas 
other insureds—under the same coverage—restrict their claims to those properly 
coming within orthodox insurance coverage. This area ought to be clarified 
perhaps in conjunction with coincidental treatment of other problems—prin. 
cipally competitive—confronting us on this business at this time. 

Yours very truly, 
J. V. Herp, 
Executive Vice President. 


AvGusT 29, 1955, 
Mr. J. V. HERrp, 


Ezecutive Vice President, 
America Fore Insurance Group, 
80 Maiden Lane, 

New York, N.Y. 


Dear Mr. Herp: I appreciate receiving your note of August 25 relative to 
developments in respect to public utility business and as you may know a 
meeting of our Public Utility Committee has been called for Thursday, Septem- 
ber 8, by which time I greatly hope that Mr. Berry will have returned from his 
vacation so that we can have the benefit of his views. 

Please be assured that the matters to which you refer will receive the atten- 
tion of the committee above mentioned. 

Yours very truly, 
R. M. BeckwirtH, Manager. 


AvuGustT 29, 1955. 
Mr. Fetrx HARGRETT, 


Vice President, 

The Home Insurance Co., 
59 Maiden Lane, 

New York, N.Y. 


Dear Mr. Harcrett: Upon my return to the office I find your letter of August 
17 expressing deep concern with respect to developments in the public utility 
field. 

As you probably are aware, a meeting of our Public Utility Committee has 
been called for Thursday, September 8, and I sincerely trust that Mr. Kreiger 
will find it possible to be present so that we may have the benefit of his views. 

Yours very truly, 
R. M. BeckwiTH, Manager. 


Outro Epison Co. 
March 7, 1956. 
Attached is copy of a letter we received from Vice President Clements today. 
This came to us as a complete surprise because the last contact we had with 


Marsh & McLennan they felt optimistic about the plan on full coverage being 
adopted. 
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Upon receipt of the letter, I learned that Joe Clements was home ill. I will 
to him as soon as he gets back and get as much information as possible as 
to what companies are to write the business on a deductible. 
| tried to contact you by phone this afternoon. Suppose you call me as soon 
as you receive this letter. 
Best regards. 
TILLIE. 


MarsH & MCLENNAN, INC., 
Chicago, Ill., March 6, 1956. 
Ohio Edison Co., Policy 8547457 
Mr. T. G. WEBSTER, | 
Manager, The Home Insurance Co., 175 West Jackson Boulevard, Chicago 4, Ill. 


Deak Ti: As explained to you in our letter of December 15, the insured has 
peen considering numerous proposals for the protection of their properties in 
the State of Ohio. We had hoped right up to the last minute that it would be 

ible to renew this insurance on a full coverage basis, but we are now ad- 
yised that the insured has elected to buy protection on the basis of a $50,000 
deductible plan. 

The effective date of the new plan will be April 1, 1956, and we will remit 
to you earned premium on the basis of the rate under your expired policy. 
Countersigning commission should be paid to all of the agents previously recog- 
nized in the same proportion they receive such commission on the original 
policies. . : ; 

We regret very much that this matter nas had such an unsatisfactory cul- 
mination, but we assure you we did everything in our power to persuade the 
insured to a full coverage basis. If you did not authorize on the $50,000 de- 
ductible plan and now desire to change your position, there is still time before 
March 15 to do so. 

Yours very truly, 
MarsuH & McLENNAN, INC 
E. J. CLEMENTS, 
Vice President. 


THE HoME INSURANCE INDEMNITY Co., 
March 12, 1956. 
Vice President HARGRETT: 


Ohio Edison Co. 

$275,000 Fire & Inherent Explosion—90 percent coinsurance 
Under Binder 12/31/1955-4/1/1956. 

Broker: Marsh & McLennan, Inc., Chicago, Il. 

Home Participation $30 million gross and net. 


This memorandum outlines information furnished in your absence to Vice 
President Peterson by Vice President Allen and us the other day immediately 
after we learned from Manager Webster in Chicago that the above coverage 
o this utility had been replaced by Marsh & McLennan, Chicago, effective 
April 1, on a $50,000 deductible basis under the Chubb deductible plan rate. 

Total amount of $265 million fire and inherent explosion, subject to 90 percent 
coinsurance and $50,000 deductible at Chubb formula, 3-year rate of 0.093 has 
been oversubscribed by the following companies: 


American Home Federal North America 
Camden Fire Fire Association Planet 

Centennial Firemans Fund United States Fire 
Continental Casualty General, Seattle 

Employers Fire London Assurance 


As indicated by attached copy of form letter of March 6. to Manager Webster 
from Marsh & McLennan, Chicago, all other companies which have been binding 


m this line since December 31, 1955, also are being asked to authorize on the 
deductible basis if they care to. 
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Major participants on the $275 million coverage to be canceled Apri] 1, are: 


Fe ee renee cnencn si sentence: incense ae teiare nwarnig nse au moe oberon $30, 000, 099 
American Fore Group ($11,000,000 reinsured with Royal) —_______ 55, 000, 009 
Royal (plus $11,000,000 reinsured from American Fore) __________ 14, 000, Og 
IY - WII icin naioscnsitiig acct as cs ivi sisi eben tdealaseoitieetee mania a 26, 500, 009 
MR thei aa eStats sin tn insharn cee callgeritnad bate nigsh ce aetna oie ae 21, 000, 009 
Rib tree esalih ca pine cnetiosede pica aaah oniei- sa neren ioe apne geitiatan ap temedtipie ena 20, 000,00) | 
MR a ha SR Se oh a cs oan ae nate aN 11, 000, om 
Sere PN loc, pe ce AN AO Pak oA ee 9, 850, 009 


You will recall it was because of the then impending loss of the Ohio Edison 
Co. line to the Senior Factory Mutuals on a $50,000 deductible basis last Summer 
that the Home initiated proceedings leading to the revision of our utility rate 
schedule in Western territory. 

Comparison of Fire and Inherent Explosion Property Damage annual and 
3-year rates, amounts and resultant 3-year premiums on Ohio Edison Co, Cover. 
age are as follows: 








Annual | 3-year 90-percent 3-year 
rates rates coinsurance premiums 
| | amounts | 
a = % z eee _. 
Re a nena a aaeceieit 0. 074 0. 185 | $250, 000, 000 $462, 50) 
Revised ____- 2 : Set eget . 063 .158 | 275, 000, 000 434, 5) 
$50,000 deductible _- asbdenacemceds- dase . 037 | . 093 265, 000, 000 246, 45) 








Manager Webster has asked that we telephone him advising whether or no} 
the Home cares to authorize participation in the coverage to be effective April 1, 


THE HOME INSURANCE Co., 
New York, May 17, 1956, 


PUBLIC UTILITIES, DEDUCTIBLE INSURANCE 


Mr. R. M. BeckwitH, Manager, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 
Deak BEcK: Attached is a copy of a memorandum prepared by the assistant 
manager of our underwriting department G. A. McKay. 
Please refer this to the public utilities committee. 
Yours very truly, 
LEONARD PETERSON, Vice President. 


THE HOME INSURANCE INDEMNITY Co., 


May 14, 1956. 
PUBLIC UTILITIES, DEDUCTIBLE INSURANCE 


This seems to be a propitious time to seriously consider deductible insurance 


which should only be of interest to the insureds with large values and a good i 


spread of liability. The trend seems strong toward deductible insurance at this 
time. Writing of deductible insurance would be a defensive measure of offering 
our present insureds the option of full cover or deductible insurance. Many will 
not take it. We might even consider going on the offensive by advocating re 
placement cost insurance and out-of-pocket loss expense (similar to Indiana 
filing) along with deductible insurance. 

The Insurance Committee of the Edison Electric Institute met in Atlanta re 
cently and deductible insurance was discussed at length. A list of the committe 
members is attached. Organizations such as Stone and Webster, Ebasco Serv- 
ices, Commonwealth Service and American Gas and Electric are fronting for 
numerous subsidiary or client companies. Except for two or three members, 
those present indicated either a preference for deductible insurance, or a keen 
interest in considering such coverage. This is a decided reversal of thinking o 
the part of members of this committee who had little interest in deductible in- 
surance a few years ago. 
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| believe this change is a direct result of the tremendous expansion of electric 
er industry during the last 10 years. Values, amounts of insurance, and 
° insurance premiums have doubled and in some cases tripled. Utility execu- 
tives are examining these mounting costs and are considering ways of reducing 
guch expense and still obtain indemnity agajnst catastrophic losses. Many utility 
nies have widespread properties and such a large aggregate value that 
their officials feel they have at least partial advantage of the law of averages. 
urance managers’ opinions are bound to be in line with those of senior execu- 
tives of their companies who it appears are looking for ways of cutting insurance 
costs that can be justified. They are also aware, as one insurance manager in 
another field put it, that they pay premiums with 100-cent dollars and collect 
josses With 50-cent dollars. That individual said part of his job is to keep the 
joss ratio below 50 percent or we would not want his company’s insurance which 
he wishes to have us carry. ; , 

At the above comunittee meeting two representatives of companies that just 
recently changed to the deductible form expressed concern that their insurance 
is largely placed with comparatively small companies. One was fearful that 
some of the small insurers may quit if the larger companies do not enter the field. 

Being regulated monopolies public utilities are guaranteed a return on the 
investment in public utility properties. As a result, such companies invariably 
show a profit and pay income taxes. Uninsured losses are tax deductible in 
whole or in part. Public Service regulations requiring fixed depreciation de- 
juctions can reduce the book value of property well below the normal cash value. 
This applies particularly to older buildings. In such cases, I am told, the In- 
ternal Revenue Bureau will only allow a tax deduction up to the book value 
of the destroyed property. Surprisingly enough some members of the insurance 
committee indicated no interest in this point, intimating that their job was solely 
to review and recommend ways and means of reducing insurance costs. The 
inference is that many of these insurance managers feel it is necessary to pro- 
pose deductible insurance to their chief executives with the latter deciding what 
is to be done. 

In recent years there have been several deductible plans offered to public 
utility companies. The Chubb plan did not meet with much favor mainly because 
utility officials were not sold on the idea of a substantial deductible. Prob- 
ably the maximum credit of 33 percent off the full cover tariff rate for a de- 
duetible of $100,000 was not attractive. The Cleveland Illuminating Co. pur- 
chased fire insurance with a $100,000 deductible. That company, however, was 
a self-insurer previously. 

The Factory Mutual companies have been actively soliciting just about all 
public utility companies for insurance with a large deductible, with some suc- 
cess. There plan of writing 50 percent of a large line, with 50 percent written 
by stock companies is quite effective. The mutuals use a $100,000 deductible, 
which actually gives the insured a $50,000 deductible for any one loss. What 
probably puts the Mutual plan over, once the deductible idea is accepted, is that 
agency commission is paid to local agents by the stock companies. Public utility 
executives feel there is a great public relations value in this participation by 
agents. The mutuals have and still are trying hard to sell their plan to all of 
the utilities represented by the 26-man committee. 


INTER-REGIONAL INSURANCE CONFERENCE 


PUBLIC ULILITY COMMITTEE MEETING, MAY 22, 1956 


may 


Messrs. Corry, Chairman (accompanied by Mr. Hill), Berry, Crouch, Erhardt, 
Krieger (accompanied by Mr. Van Lear), Lester, Keeler (representing Mr. 
Ross). 

By Invitation: 

Messrs. Clark (John G. Simmonds & Co.), Murtha (John G. Simmonds & 
Co.), Gorham (Oil Insurance Association). 

Messrs. Beckwith and Sorensen. 

Chairman Corry presided. 

I, Natural Gas Pumping Station Schedule—The committee engaged in a study 
of certain proposed revisions to the natural gas pumping station schedule which 
had previously been submitted under date of April 20. 


47932—60—pt. 5 21 











2892 THE INSURANCE INDUSTRY | 


Mr. Gorham, representing Oil Insurance Association and Messrs, Clar, 


Murtha, representing John G. Simmonds & Co., were present and by invitation f 
the Chair discussed the proposed revisions which included, notably, a Systen 


of credits for dispersal of risk and loss reducing features. 

Following a rather detailed discussion of the proposal by the representatives 
of the two underwriting groups listed above, the committee went into exeeutin 
session and engaged in further detailed discussion of the proposals, , 

_As a result of this discussion the committee voted to table the Proposed ya 
visions. 

It was further concluded by the committee that the proposed 0.002 credit for 
a venting system for station piping and the proposed 0.004 charge for vandalisn 
and malicious mischief be recommended to the executive committee for recy, 
mendation nationwide as a supplement to the natural gas pumping Station 
schedule. 

It should be noted that the committee specifically felt it unwise at this time 
to recommend any change in the current ECE treatment and also unwige to 
recommend at this time the proposed average rate credit for dispersal of Tisk 
and loss reducing features. 

II. Electric Generating Station Schedule——The committee engaged in aq yor 
general discussion of the desirability of exploring ways and means of further 
amending the electric generating station schedule to adequately meet the chang. 
ing trend in competition for the class and it was proposed that a subcommittee 
be appointed for the purpose of studying the schedule from a competitive Stand. 
point. Various suggestions for this study were made including the developmen: 
of a contract designed to cover full machinery breakdown at appropriate rates 
and a companion contract in which all machinery breakdown losses Would be 
specifically excluded, likewise at an appropriate rate level. 

Immediately following the meeting Chairman Corry appointed the following 
subcommittee for this purpose: Messrs. Berry, chairman, Continental; McKay 
Home; Hill, National; Mason, Royal. ' 

The committee also discussed, at length, the advisability of recommending 
that a specified vandalism and malicious mischief rate be named in the schedule 
as applicable to electric generating station properties rated thereunder, the rate 
to be .004, comparable to that which is to be recommended as a revision of the 
natural gas pumping station schedule. 

It was the understanding that the manager would consult with the scheduk 
committee with respect to this change and unless valid objections are made would 
present such a recommendation to the executive committee. 

The question of large deductibles for use in connection with the electric gen. 
erating station class was broached and it was the conclusion of the committe 
that this problem involves a matter of principle for industrywide determination 
and that pending such determination the public utility committee is not in a posi- 
tion to recommend the adoption of deductibles. 


= 
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INTER-REGIONAL INSURANCE CONFERENCE 


PUBLIC UTILITY SUBCOMMITTEE MEETING JUNE 8, 1956 


Present: Messrs. Berry, chairman, Hill, Mason, McKay, Beckwith, Sorensen. | 

I. Natural Gas Pumping Station Schedule——The subcommittee reviewed ¢ | 
memorandum of suggestions for change in this schedule which had been received | 
recently from a member of the insurance committee of Edison Electric Institute 
In reflection of views previously expressed by a representative of the Oil Insu- 
ance Association generally favoring application of the present schedule provision 
and indicating that the natural gas industry generally concurs with such provi 
sions, the subcommittee felt that no changes should be made in the present 
schedule provisions, with one exception. 

As to the suggestion that recognition be given to automatic shutdown controls 
when a pipeline pumping station is unattended, while the subcommittee did nt 
feel that in such a situation full credit was warranted, yet it was felt that some 
recognition might be justified and that this should have further study, initially 
by the schedule committee. 

II. Electric Generating Station Schedule-—The subcommittee engaged int 
general discussion of the current competitive situation in the electric public 
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utility class, and explored ways and means of adequately meeting the changing 
trend in coverage and competition. , ; 

A suggestion was offered and quite thoroughly discussed, calling for the devel- 
opment of a coverage program in two categories: / 

(a) Full coverage standard fire and extended coverage without use of the 
present type of public utility electrical apparatus clause, this to be made 
available to the modern type of fire resistive generating station property at 
about a .03 base annual fire and inherent explosion rate; 

(b) An alternative permissive coverage involving an expanded public 
utility electrical apparatus clause which would provide full electrical break- 
down without the present requirement of ensuing fire, together with a main- 
tenance level deductible not to exceed $5,000 applicable only to such electrical 
preakdown losses individually, this program to be available at approxi- 
mately present rate levels (the above suggestion anticipated that this rate 
level would be arrived at via an increase of about .015 for the substantially 
proadened electrical breakdown cover, from which about a 30 percent credit 
would be taken in reflection of the $5,000 deductible. 

After a full discussion of the foregoing suggestion, it was the consensus that 
the subcommittee members would each review the merits of some such program 
with their respective senior managements, to return with these views or perhaps 
constructive alternative proposals to a meeting scheduled for Monday, June 18. 


EpIson ELEctTRIC INSTITUTE, 
INSURANCE COMMITTEE, 


Syracuse, N.Y., January 11, 1957. 
Mr. RoyaL M. BECKWITH, 


Manager, Inter-Regional Insurance Conference, New York, N.Y. 


Deak Mr. BecKwitH: This communication is addressed to you in the belief 
that your conference constitutes the best ear of the old line stock insurance com- 
panies in their relations with the public utility industry and also in the belief 
that your principals will be interested in our industry’s views on matters of 
mutual concern. 

It has been noticeable during the past several years that there is a growing 
interest among major utility companies in the principle of purchasing their fire 
and allied lines coverage on a deductible or excess basis with substantial self-in- 
sured retentions. Most of these companies are insured on such a basis for other 
forms of coverage, especially in the liability and boiler and machinery fields, 
among others. 

For this reason it is sometimes difficult to explain to the satisfaction of the 
managements of some utilities why adequate domestic markets for this type 
of coverage cannot be developed with the old line stock companies who have 
been practically the industry’s exclusive underwriters for so many years. 

This difficulty is heightened by the fact that in this era of multiple-line com- 
panies, certain coverage may be carried on an excess basis through one depart- 
ment of a carrier while the fire department of the same company takes the posi- 
tion that such an approach is unsound. An outstanding illustration of this 
anomalous situation is the manner in which the marine departments of most 
of the old line companies underwrite tunnels and bridges and similar properties. 
In this field large deductibles are specifically provided for in the rating schedules 
and, in fact, are preferred by the underwriters to primary coverage. 

While the problem of rating excess coverage in the fire field is substantial, we 
believe it is far from unsolvable. A vast amount of premium and loss data is 
available and such additional data as might be required could be readily obtained 
through cooperation between our industries. 

It is the almost unanimous feeling of the industry representatives comprising 
the insurance committee of the Edison Electric Institute not only that there is 
great present interest in developing an adequate and reasonable market for excess 
fire coverage, but that this interest is certain to expand and become more press- 
ing with the passage of time. 

A brief consideration of the economic facts of the utility industry will strongly 
support this view. During the 10-year period 1945 through 1954 the net property 
investment of the classes A and B private utilities has increased from $11,895 
million to $22,583 million or nearly 100 percent. Looking at the future, all 
authorities agree that in the next 8 to 10 years the electric load will be double 
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the present load, requiring an increased property investment of between 1h 
percent and 200 percent of the present figure. a 

During the 10 years—1945 through 1954—electric revenues of these com 
increased from $1,593 million to $6,541 million. Something approaching g 
parable growth of revenues is expected to accompany the load expansion tie 
next 10 years. 

Viewed in the light of these figures, it is understandable that an increasing 
number of utility companies are showing a lessening interest in transferrin, 
relatively negligible risks to insurance carriers and that this trend is almost 
certain to become stronger as the industry continues its tremendous growth 

We believe that this trend represents an entirely legitimate change in 
insurance needs of the utility industry and that, as such, it eventually shoyg 
and will be met by adequately flexible insurance coverages and markets, 

The primary and fundamental reason for the purchase of property ing 
by an owner is to transfer to others, for a consideration, a possible finaneia] logg 
which he cannot economically afford to assume himself. Were it not for this 
basie function, insurance companies would not exist as such, for all secondary 
purposes could be handled by service organizations of various types. Therefor 
it seems essential that the insurance industry should constantly concern its 
with fulfilling this basic function of satisfying this fundamental need at wha. 
ever level it develops to exist in our growing economy. 

We appreciate that in your consideration of this problem there are ¢op. 
plexities not subject to easy or hasty solution. However, the relations betwee, 
our industries over the years have been so harmonious that we are constraing 
to believe that in this atmosphere we can cooperate to work toward a mutually 
satisfactory solution of this or any other problem that confronts us. 

It is in this spirit that we address this letter to you in all confidence that it wil) 
be similarly received. 

Sincerely, 





R. D. CONSTABLE, Chairman, 


Mr. R. D. CONSTABLE, 

Chairman, Insurance Committee, Edison Electric Institute, 
c/o Niagara Mohawk Power Corp., 

300 Erie Boulevard, West, Syracuse, N.Y. 

Dear Mr. ConsTANce: I appreciate very much your thoughtful letter of 
January 11 outlining that which appears to be a developing desire on the part 
of the public utility industry for fire and allied lines coverage on a deductible 
or excess of loss basis. 

We shall of course bring your communication to the attention of our Public 
Utility Committee which, while recognizing the many problems involved, will, 
I feel sure, likewise be appreciative of your communication. 

Sincerely yours, 


R. M. BeckwiruH, Manager. 
INTER-REGIONAL INSURANCE CONFERENCE 


EXECUTIVE COMMITTEE MEETING MARCH 20, 1957 


Present: Messrs. Mountain, chairman, Baker (representing Mr. Nolen), 


Clarkson, Dillard, Erhardt, Hargrette (accompanied by Mr. Peterson), Keeler | 


(representing Mr. Ross), Law, Lester (representing Mr. Close), Mays (repre 
senting Mr. Herd), Polley, Beckwith, Sorensen. 

Chairman Mountain presided. 

I. Application—Central Surety & Insurance Corp.—The manager advised the 
committee that he has received a signed constitution and application for mem- 
bership from the Central Surety & Insurance Corp., a member of the North 
British Group. 

Upon motion, duly made and seconded, this application was unanimously ap 
proved by the executive committee. 

II. Optional Dwelling Earthquake Endorsement.—The manager reported that 
a tally of the ballots returned as a result of the bulletin to members dated 
February 1 disclosed a substantial majority in favor of not rescinding the 
recommendation previously made on this matter. 
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Upon motion, duly made and seconded, the committee voted to accept the tally 

an expression of the majority view of the membership of Inter-Regional In- 

. ce Conference and requested that the manager issue an informatory 

pulletin to the members disclosing that a substantial majority has expressed it- 
as not in favor of rescinding the previous recommendation. J : 

[ll. Commercial Property Coverage.—Certain matters that have arisen in con- 
nection with the recommended commercial property coverage were described to 
the executive committee as requiring further consideration. Specifically these 
involved a question as to the eligibility of warehouses owned and occupied by 
manufacturing insureds ; a question as to the adequacy of the transit charge 
for risks not requiring specific rating; a question as to the propriety of per- 
mitting coverage under the contract to extend to States where the contract has 
not been filed, with particular reference to the item B coverage on property 
anywhere in the United States at locations not owned, leased, or operated or 
regularly used by the insured; a question as to the propriety of the “all other 
perils” increment applicable in the State of Utah ; and certain general comments 
which are being received and which pertain chiefly to editorial matters. ; 

Having in mind the likelihood of the early formation of the proposed multi- 

ril advisory organization the committee directed that these matters be held 
in abeyance in anticipation that jurisdiction relating to multiperil contracts 
such as the commercial property coverage would fall within the scope of the new 

ion. 

TE fastaliment Premium Payment Plan—Oil Risks—A communication from 
Oil Insurance Association was referred to in which that organization requests 
the executive committee to review its prior opposition to the application of in- 
stallment premium payment plans to premium adjustment covers on stocks of 
The discussion that ensued disclosed that members of the executive committee, 
representative also of company members in both oil writing groups, were re- 
luctant to contemplate the application of installment premium payment plans 
to business written by the oil groups. The discussion culminated in a con- 
sensus that the matter should be held under advisement by the executive com- 
mittee and accordingly any immediate action was deferred. 

Vy. Coverage of Landslide—Broad Dwelling Forms.—Consequent upon informa- 
tion received that a strong sentiment exists, particularly on the Pacific coast, 
favoring the exclusion of landslide from coverage afforded by the dwelling 
puilding(s) and contents—broad form and the dwelling building(s) special 
form, the committee reviewed the situation in the several major fields and was 
reminded that in Eastern Underwriters Association territory the forms referred 
to do not cover loss occasioned by Jandslide. 

Following discussion, upon motion, duly made and seconded, it was declared 
the consensus that appropriate revisions be recommended in the two dwelling 
forms mentioned above to eliminate the coverage of loss by this peril. 

VI. Multiple Location Building Credit—Churches and Schools——The manager 
reported that at a recent informal conference with representatives of the Prop- 
erty Insurance Committee of NAIA the agents’ representatives urged that the 
industry provide for a multiple location building credit treatment in the case 
of building insurance on church and school lines. It was explained that the 
producers’ proposal was prompted by certain independent filings which have 
been made, as well as by competition encountered with mutual insurers and 
State funds. 

The committee discussed the pros and cons of the matter, including particularly 
the position which has been taken opposing any extension of the multiple loca- 
tion building rating plan, prevalent in California, to the country as a whole. 

The consensus was reached that affirmative action with respect to the agents’ 
recommendation should be deferred. 

VII. Molten Metal Clause.—The committee was advised of a communication 
from Mr. David S. Butler suggesting that a meeting be arranged with a small 
group of insurance buyers representing the Committee on Insurance Problems 
of the American Iron & Steel Institute for the purpose of discussing a feeling by 
the steel people that the generally applicable charge of 10 percent for the attach- 
ment of the molten metal clause is too high, and also to consider a pronosal that 
the clause be broadened to provide for covering the cost of removing the molten 
metal. 

The manager was instructed to inform Mr. Butler that representatives of the 
executive committee would be agreeable to meet with representatives of the Com- 
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mittee on Insurance Problems of the American Iron & Steel Institute but 
the executive committee does not now favor either of the proposals made om 
VIII. Sonic Boom Losses.—It was reported that at a recent informal mee 
with representatives of the Property Insurance Committee of NAIA it was y 
that the industry affirmatively provide coverage for loss occasioned by — 
breaking through the sonic barrier, and it was further reported that the an 
ducers suggested that this might be accomplished in one of the following Pl nee 
ways: 
(@) Within the extended coverage endorsement i 
Pe hh g ent itself through a broaden. 
(b) Ina separate endorsement, possibly with a deductible, or 
(c) Incorporated in the vandalism and malicious mischief endorsem, 
In discussing this proposal the view was expressed that the current con on 
with respect to the sonic boom problem results from a temporary condition re ” 
much as instructions have been issued to the Air Force and the Army that toile 
approaching the critical point are prohibited at altitudes below 20,000 feet, abo 
which property damage from the sonic boom is not sustained. Mires 
The committee also expressed itself as cognizant of the point that there is n 
reason to anticipate losses of this kind from commercial planes, and that viola. 
tions of regulations by military aircraft centers liability for loss directly on the 
Government. . 


Upon motion, duly made and seconded, this m y 
ene y atter was tabled for future con. 

IX. Boilers Employing Dowtherm or Sodium Heat Transfer Media.—The com. 
mittee was informed that Factory Insurance Association would appreciate the 
reaction of the executive committee of Inter-Regional as to the desirability of in. 
corporating in the fire forms a specific exclusion of fire loss due to the combustion 
of heat transfer media. It was stated that on occasion Dowtherm and sodium 
heat transfer media escaping from leaking boiler tubes have entered the firebox 
of the unit with resultant violent combustion and appreciable damage. 

_In considering this matter the view was expressed that while it might be prac- 
tical to undertake to exclude a specific object such as the boiler and the associ- 
ated units from damage by combustion of leaking heat transfer media, it would 
not be practical to undertake to exclude the peril of fire resulting from this 
source. 

It was also the feeling that currently the problem arises principally in connec. 
tion with the caliber of risk insured by Factory Insurance Association and it was 
felt that basically the problem is a rating matter and should be so dealt with. 

It was suggested that the essence of these views be transmitted to Factory 
Insurance Association for further consideration by that body but that any specific 
recommendation to the rating bureaus be withheld pending the receipt of further 
views from Factory Insurance Association. 

X. Bureau Assessments.—Consequent upon the receipt of inquiries from sey- 
eral regional organizations and independent bureaus the committee again gave 
consideration to the matter of bureau assessments, particularly as related to 
the interim recommendation made in February 1956 with respect to the assess- 
ment on homeowners premiums which are indivisible as between the various 
perils involved. 

In all of the discussion that ensued it was apparent that there was no dis- 
position to recommend a revision of the first portion of the interim recommenda- 
tion which dealt with multiperil contracts involving fire and extended coverage 
endorsement premiums which are separable and therefore indentifiable, i.e. com- 
prehensive contracts such as the commercial property coverage and the com- 
prehensive dwelling policy. 

As respects the second portion of the interim recommendation made a year ago 
which contemplated that 40 percent of the normal bureau rate of assessment 
would be applied to the full indivisible premium for homeowners policies A, B 
and C, a motion was made, seconded, and adopted, that: 

(a) In response to inquiries the manager be authorized to recommend 
that the original interim recommendation be employed for the first assess- 
ment period of 1957 (i.e. quarterly, semiannual, or annual, as the case may 
be) and that 

(b) Consequent upon the formation of the new multiperil advisory or- 
ganization Inter-Regional Insurance Conference urge prompt consideration 
of this matter by that body. 

XI. Commercial Property Coverage—“All Other Perils” Rating—The com- 
mittee discussed a procedure adopted by the Pacific Fire Rating Bureau which 
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contemplates the adoption of the nationwide recommended commercial property 
coverage rules and rates, but also contemplates that the “all other perils” load- 

for specifically rated risks will be dealt with by PFRB rather than by Inland 
yarine Insurance Bureau. , 

The executive committee reiterated its sense of obligation with respect to the 
basic principle established at the outset of the mercantile block study which 
contemplated maintaining the integrity of the duly constituted rating bodies 

resening the three branches of the business, fire, casualty and marine. In 
the discussion the hope was voiced that within a reasonably early period it 
would be possible for arrangements to be made for the rating of the all other 
perils portion by Inland Marine Insurance Bureau and to that end the Chair 
appointed a subcommittee consisting of Messrs. Polley and Mays for the purpose 
of undertaking to accelerate a settlement between PFRB and IMIB within the 
rinciple enunciated above. 

Xl. Extended Coverage Rates—Colorado.—The manager reviewed the situa- 
tion in Colorado as previously considered by the executive committee which 
primarily involves a demand by the insurance department that an extended 
coverage endorsement contents differential be established in the State of Colorado. 

The committee reviewed the various aspects of the problem, noting particu- 
larly that every effort is being made to obtain 1956 dwelling building and dwell- 
ing contents ECE statistics, and noting also that in several middlewestern States 
a well-established plan has been adopted providing for an optional $50 deductible 
provision applicable to dwelling buildings which in effect provides the equivalent 
of arate differential for contents. The committee expressed a disinclination to 
recommend that the Mountain States Inspection Bureau set a nationwide pattern 
through the medium of the adoption of an ECE contents differential. The com- 
mittee noted further that the 10-year adjusted earned and incurred loss ratio 
on the dwelling class in Colorado is 54.5 percent and that such a loss ratio hardly 
warrants an out-and-out rate level reduction such as that represented by the 
proposed contents differential. 

In lieu thereof it was proposed that the current extended coverage endorse- 
ment dwelling building and contents rates of 28 cents in eastern Colors’ and 
12 cents in western Colorado be revised by the Mountain States Inspection Bureau 
as follows: 
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The above proposal is felt to provide a sounder approach to the Colorado 
situation in the light of the ECE dwelling experience in that State, and at the 
same time to provide the same effect as a contents differential inasmuch as the 
deductible provision has no applicability to the contents. 

Upon motion, duly made and seconded, it was voted that the manager be 
instructed to make the above recommendation to the Mountain States Inspection 
Bureau. 

XIII. Broadened Coverage for Telephone Exchange.—A proposal was made 
that the executive committee again examine the practicability of suitably modify- 
ing the office contents special form for the purpose of meeting competition 
afforded by independent companies in the writing of telephone exchanges. 

By mutual consent of those present the matter was deferred for consideration 
at the next meeting and the staff was requested to carefully examine the office 
contents special form for the purpose of determining just what changes would 
be needed to meet the problem. 

XIV. Time Element Committee Matters.—Consequent upon recommendations 
made by the Time Element Committee, the Executive Committee approved for 
recommendation nationwide changes in the resumption of operations clause and 
in the alterations and new building clause, both of these changes being designed 
as Clarifications and not revisions in original intent. 

XV. Term Rule.—A resolution voted unanimously by the executive committee 
of the National Board of Fire Underwriters was studied which advocates that 
Inter-Regional give immediate consideration to recommending nationwide a 
revised term rule providing for a maximum term of 3 years and also “suitable 
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discounts” for terms of more than one year (reference being made to the 
Canadian and New Hampshire rules). 

Recognizing the serious problems involved in the proposal received from the 
National Board it was the understanding that the chairman will appoint 9 
committee to study the problem, particularly as respects the proposal for a 
revision in the term multiple and also with respect to tax problems that may 
arise through a limitation of the maximum term to a period of 3 years, 

XVI. Nuclear Energy Risks.—The committee considered a proposal received 
from the Nuclear Insurance Rating Bureau that Inter-Regional cooperate With 
that organization in recommending that the fire rating organizations release rat. 
ing jurisdiction with respect to certain specified nuclear energy risks and 
property directly related thereto. 

The communication from the Nuclear Insurance Rating Bureau was amplified 
by a member of the executive committee who also serves on the executive com- 
mittee of the NIRB, who explained that it is the purpose of the Nuclear Jp. 
surance Rating Bureau to name a single “all risk” rate in connection with the 
coverage of nuclear facilities. 

He stated further that the Nuclear Insurance Rating Bureau will request 
advisory fire and extended coverage endorsement rates from the fire ratj 
bureaus, will request advisory casualty rates from the National Bureay of 
Casualty Underwriters and advisory marine rates from Inland Marine Insurance 
Bureau, all to constitute a basis for establishing an overall “all risk” rate op 
the nuclear facility. 

In explanation of the underlying purpose in establishing only an “all risk” 
rate on these nuclear accounts he referred to the impracticability of distinguish. 
ing, after an occurrence, the precise peril causing a loss in risks of this nature. 

Motion was made and seconded that Inter-Regional accede to the request con- 
tained in the communication received from Nuclear Insurance Rating Bureay 
and by a majority vote this motion was carried. 

XVII. Deviation Filings—A communication from the manager of Eastern 
Underwriters Association was referred to in which it is stated that the Rating 
Methods Research Committee of that organization has asked that the subject 
of deviation and independent filings be referred to Inter-Regional for study on 
a nationwide basis with the object of encouraging member companies to do all 
possible to achieve a reduction in the number of deviation filings. 

The Chair was requested to appoint a committee to make a preliminary exam- 
ination of the matter as well as a suitable recommendation to the executive 
committte at the next meeting with respect to any further action deemed appro- 
priate on this matter. 


INTER-REGIONAL INSURANCE CONFERENCE 


EXECUTIVE COMMITTEE MEETING MAY 15, 1957 


Present : Messrs. Mountain, Chairman, Baker (representing Mr. Nolen), Christ- 
ensen (representing Mr. Rearden), Clarkson, Close, Dillard, Erhardt, Hargrett 
(accompanied by Mr. Peterson), Law, Mays (representing Mr. Herd), Ross 
(accompanied by Mr. Keeler), Ploucquet, Sorensen and Beckwith. 

Chairman Mountain presided. 

I. National Association of Lumber Manufacturers.—The committee reviewed 
statements made by the various regional organizations represented on the ad- 
visory committee with respect to the three principles previously submitted by 
the National Lumber Manufacturers Association respecting the relative treat- 
ment of wood and exposed steel construction. 

It was the consensus that a composite report reflecting the views contained in 
the preliminary statements should be prepared for ultimate submission to the 
Committee of National Lumber Manufacturers Association, following review by 
the members of the executive committee. It was the understanding that when 
the composite report is prepared a copy thereof will be mailed to each member 
of the executive committee. 

II. Flat Cancellation—“Free” Insurance.——The committee again reviewed a 
preliminary report on this matter and in the ensuing discussion it was pointed 
out that the problem will involve time-consuming and expensive studies if any 
solution thereof is seriously undertaken by the executive committee. 

It was the consensus that this subject be held in abeyance for a more propitious 
time but that at the forthcoming meeting with the Property Insurance Committee 
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of NAIA in June, the matter be broached informally to the agents’ representa- 
a manager undertook to ascertain, for the benefit of the executive commit- 

whether the Board of Fire Underwriters of the Pacific intends to proceed 
with Stanford University in sponsoring a research study of the problem. 

lil. Multi-Peril Insurance Conference.—The manager read a letter as well as 
two resolutions transmitted to him by Multi-Peril Insurance Conference in which 
it is proposed that Inter-Regional Insurance Conference transfer its advisory 

isdiction with respect to the commercial property coverage and the office 
contents special form to Multi-Peril Insurance Conference. _ 

It was moved and seconded that Inter-Regional comply with the request con- 
tained in the two resolutions received insofar as the release of advisory juris- 
diction is eoncerned. ; 

The motion was carried. ; 

IV. Deviation Filing—District of Columbia.—The committee discussed at 
jength a special membership meeting called by the Insurance Rating Bureau of 
the District of Columbia to consider the Bureau’s position with respect to 

ible legal steps in the matter of a 10 percent rate deviation filed by the 
North America companies. 
Following a general discussion of the matter it was moved and seconded that 
Inter-Regional Insurance Conference bulletin the members of Inter-Regional 
informing them that, after full consideration of all available facts, a majority 
of the executive committee feels that it would be unwise for the Insurance 
Rating Bureau of the District of Columbia to undertake legal steps designed to 
oppose the North America deviation in the District of Columbia. 

In so informing the members of Inter-Regional Insurance Conference the 
executive committee desired that an explanation that a majority of the com- 
mittee feels that it is better to await the final outcome of the New York action 
with respect to the North America deviation rather than to engage in law suits 
on virtually the same matter in a number of States. 

Mr. Mays, representing Mr. Herd, requested that he be recorded as voting 
in the negative on the above motion. 

VY. Partial Subscribers—Assessments.—The manager informed the executive 
committee that he has recently received a communication from the chairman of a 
committee representing the New England Fire Insurance Rating Association in 
which it is stated that the committee has decided to avoid developing a program 
intended to meet the problem of assessments arising from partial subscribership 
pending the development of a nationwide pattern by Inter-Regional Insurance 
Conference. 

He further informed the committee that upon inquiry of the national board he 
was given to understand that this entire matter of partial subscriberships is 
under study by a committee of that organization but that the general manager 
of the national board intends to investigate the subject further as respects the 
current status of the problem and the scope of activities of the national board 
committee. 

The executive committee requested that the manager undertake to pursue this 
matter with the National Board of Fire Underwriters, and that for the immedi- 
ate present the subject be tabled. 

VI. Extended Coverage Endorsement No. 3.—The committee next turned to a 
proposal that consideration be given to accomplishing the abrogation of extended 
coverage endorsement No. 3. 

The proponent of this action pointed out that in 1947, by unanimous action, 
it was recommended that ECE 3 be withdrawn in all States except New York 
and New Jersey, this exception being in deference to a problem faced by the FIA 
at that time in those territories. 

Mr. Ploucquet developed the history and the current circumstances relating to 
this plan at some length following which all concurred that the problem presented 
is a complex one and it was the understanding that the Chair would appoint a 
committee for the purpose of exploring the problem in detail and of presenting 
areport at a later meeting. 

VII. Colorado—ECE.—The manager briefly reported with respect to develop- 
ments in connection with the ECE dwelling and contents rate situation in 
Colorado. 

He advised that the commissioner, while declining to acquiesce in a proposed 
nominal rate increase for full coverage on dwelling buildings, has concurred in 
the introduction of an optional deductible provision at rates previously sug- 
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gested by the bureau and has also concurred in those rates for full coverage on 
contents. 

The manager stated that after reviewing the situation in detail the subeoy, 
mittee on rate level adjustments has expressed itself as being prepared to Te 
luctantly agree in the majority view of the Mountain States Managing Com. 
mittee, which was that the commissioner’s views should be acquiesced jn and 
the filing of the Mountain States Inspection Bureau revised accordingly, 

VIII. Agreed Amount Clause.—A proposal was introduced that the executive 
committee give careful consideration to abuses which have occurred in the 
and application of the agreed amount clause in some jurisdictions. The view Was 
expressed that one step might well constitute a recommendation to the member. 
ship of Inter-Regional that a statement of values be required in the case of lines 
written under the agreed amount clause to the end that a proper upward adjust. 
ment in insurance might be required during the tenure of term contracts, It Wag 
further pointed out that it appears to be inconsistent for the industry to support 
an elaborate insurance-to-value program and then permit the use of agreed 
amount clauses without requiring a proper adjustment in amounts of insurance 
during the term of the policy. 

The Chair stated that he proposed to refer this problem to the subcommittee 
appointed to deal with a review of the extended coverage endorsement No, ¢ 

Following consideration of the above matters the executive committee went 
into executive session. 


INTER-REGIONAL INSURANCE CONFERENCE 


STATEMENT AT ZONE 6 MEETING, SEATTLE, WASH., SEPTEMBER 8, 9, AND 10, 1957 


Inter-Regional Insurance Conference is indeed pleased to have been inviteg 
to attend this zone 6 meeting of the National Association of Insurance Cop. 
missioners. 

We are a national fire and allied lines advisory organization. We are cop. 
cerned with problems of national scope in the fire and allied lines field, Oy 
conference consults with and advises fire rating organizations throughout the 
country. Committees of Inter-Regional Insurance Conference comprise senior 
executives of our member companies. Our research committees have the benefit 
not only of an experienced and qualified staff, but as well of competent technicians 
from company ranks and from regional organizations and rating bureaus na- 
tionwide. 

We have understood, from the preliminary agenda provided, that major prob- 
lems of the fire insurance business—particularly those problems arising from 
current unsatisfactory underwriting results—are to be discussed. We have 
also been given to understand that there is an intention to employ the zone 6 
meeting in Seattle as a prolog to subsequent, wider discussion at the annual 
meeting of the National Association of Insurance Commissioners to be held in 
December. In view of these facts, Inter-Regional Insurance Conference felt that 
it should appear at the meeting. 

Our conference is keenly aware of the increasing loss and expense trend coun- 
trywide and of the effects of inflation on both losses and expenses. This aware- 
ness was not born yesterday, or last week, or last month. We have been alive 
to the problem for many months and have been giving extensive study to its 
several phases. 

Recognizing the unfavorable turn taken by experience in 1956, on January 24, 
1957, our executive committee invited all rating bureau managers nationwide 
and their respective chairmen to attend a conference in New York on March 1 
to discuss the seriousness of the situation and means by which to cope with it. 
In addition to those gentlemen, eight presidents and U.S. managers as well as 
senior executives of numerous other stock companies attended this meeting, all 
of whom took an active part in the proceedings. It was explained that the pur- 
pose of the meeting was to discuss ways and means by which rate level adjust- 
ments, indicated by the experience for the latest 5-year period (1951-55) then 
available, might adequately reflect the alarming loss trend which had developed 
during the year 1956. 

As to the treatment of the 1956 trend, the following language was used on 
that occasion : 

“In proposing such a step to you we wish to emphasize that, while taking 2 
most serious view of our present situation, we do not have in mind any action 
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which cannot be supported by, nor any departure from, basic principles contained 
in the all-industry bill and the rate level adjustment procedure which we have 
reviously recommended to you.” 

The principles of the all-industry bill to which we had particular reference, 
are those requiring that due consideration shall be given to past and prospective 
108s experience, to past and prospective expenses and to all other relevant factors. 

The rate level adjustment procedure referred to in our remarks is the one this 
conference drew up and recommended to all rating bureaus nationwide in 1955. 
It reads as follows: 

“1. The principle of a 6 percent underwriting profit factor as set forth 
in the 1921 profit formula of the National Board of Fire Underwriters as 
modified in the 1949 subcommittee report of the NAIC shall be maintained. 
No overall rate level adjustment shall be made if the indicated profit is 
within a tolerance zone of two percentage points above or below such 6 
percent factor. 

“2 Review of overall rate level shall be annual; however, it is not the 
intent to require annual adjustments of rate levels. 

“2 Underwriting profit as referred to above shall be determined with use 
of direct earned premiums and incurred loss and incurred expense figures 
without regard to reinsurance. 

“4. As to loss experience, all available and relevant premium and loss 
statistics, including loss adjustment expenses, shall be used, to include both 
member and subscriber (including deviating) company figures adjusted to 
reflect current rate levels. Due consideration shall also be given to other 
available and relevant statistics in the interest of securing the widest 
possible base of loss experience. In the case of fire rate levels, the loss ex- 
perience of not less than the most recent 5-year period shall be used, while in 
the case of windstorm or extended coverages including the windstorm peril, 
the loss experience of not less than the most recent 10-year period shall be 
used. 

“5. As to expenses other than loss adjustment expenses, only the ex- 
perience of member and subscriber stock companies during the most recent 
period of years shall be used, reflecting comparable methods of operation 
and acquisition costs. Such expense figures shall not be separated as be- 
tween commissions and premium taxes and all other expenses. 

“6. Due consideration shall be given to loss experience, expenses and to 
credibility and all other relevant factors within and outside the State, in- 
cluding the important element of informed judgment in reflection of eco- 
nomic trends, social conditions, new processes and inventions and other 
factors which may affect prospective loss experience and expenses.” 

We stressed that Inter-Regional had no fixed formula for taking into considera- 
tion prospective loss experience and prospective expenses; that the unprece- 
dented underwriting loss situation was a fairly recent development; that mature 
consideration of so involved a problem, the solution of which would have such 
far-reaching consequences to the industry, would necessarily be time consuming. 

On this point, however, the conference counseled rating bureaus not to delay 
needed rate level adjustments while awaiting a formula for dealing with pro- 
spective loss experience and expenses. We emphasized their familiarity with 
conditions in their own jurisdictions and urged them to do the best they could 
within the framework of their rating laws and our own recommended prin- 
ciples, to obtain proper rate level revisions. 

As a further aid, we informed the rating authorities that, in view of the 
wnusual conditions facing us, we were taking the extraordinary step of obtain- 
ing, much earlier than usual, all available 1956 fire and extended coverage 
experience figures, and would supply this information to them several months 
in advance of the time when complete statistics would normally be available to 
them. These figures, while not final, would show aggregate premiums and 
losses by State, although not by class, and they would necessarily involve cer- 
tain approximations. However, they would produce an approximate earned- 
incurred loss ratio for 1956 and would reveal a much earlier than usual indica- 
tion of the loss trend during that year. 

We strongly emphasized that it was not intended that these 1956 preliminary 
results be used to supplant (or be combined with) any. portion of the normal 
5-year experience period on which rate level adjustments are customarily based, 
but rather that this data be viewed as additional data providing an indication 
of the loss experience trend and as a reliable and more current indication of 
present and prospective experience. 
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Admittedly, all the foregoing measures constituted but a first step in the 
matter of giving due consideration to prospective experience. Since the March } 
meeting committees of this conference have continued their studies of 
important matter, and have under active consideration several suggested ways 
of giving due consideration to prospective loss experience and prospective ey. 
pense. These suggestions have come to us from rating bureaus and companies, 

So much for the consideration being given by this conference to the treatment 
of prospective loss experience and prospective expenses. This work igs being 
carried forward diligently. 

All present are aware of our recent recommendation for an increase in the 
multiples for term policies. Excellent progress has been made—some 34 rating 
jurisdictions have already approved the change—and we are hopeful of adoption 
in all jurisdictions within a reasonable time. This gratifying progress coy 
not have been achieved without the wholehearted support and cooperation of 
regulatory authorities. It offers a splendid example of the kind of accompligp. 
ment possible when there is a high degree of cooperation between regulation 
and industry. 

We should, however, take this occasion to point out that the change of term 
multiples will provide little increase of premium income for the next 2 or 3 
years, and that its full effect of approximately 64% percent will not be felt unti 
at least 5 years have elapsed. 

In this connection it should be observed that we are engaged in carefully 
developing an actuarial adjustment of the charge made under the installment 
premium payment plan for deferred payment of premiums and we confidently 
expect to be in a position very soon to advise with the rating organizations 
nationwide on this subject. Our recommendations will be fully documented. 

As a matter of broad policy the conference is making every effort to achieve 
reasonable consistency among rating organizations nationwide in the utiliza. 
tion of fire and extended coverage premium, loss, and expense figures in the 
adjustment of rate levels. In doing so, this conference is opposed to emergency 
rate increases of an arbitrary nature as well as rate level adjustments which 
are made without regard to the merits of the several classifications involved. 

We think it important to observe that the principles which we have outlined 
on behalf of the conference are heartily supported by our entire membership. 
Our member companies unanimously agree upon the necessity of obtaining 
prompt rate level adjustments—whether increases or decreases—where the need 
is evidenced by past and prospective experience. 

The fire rating process of this country has given to the public over the years 
insurance protection at a reasonable cost; its integrity cannot be challenged. 
We believe that our system of privately owned insurance companies under 
State supervision is the best one for our country. 

Respectfully submitted. 

CHARLES M. CLOosE, 
Chairman, Committee on Rate Level Adjustments. 
FELIX HARGRETT, 
Chairman, Committee on Term Rule. 
SEPTEMBER 6, 1957. 


INTER-REGIONAL INSURANCE CONFERENCE 
EXECUTIVE COMMITTEE MEETING SEPTEMBER 18, 1957 


Present: Messrs. Mountain, chairman, Hargrett (accompanied by Mr. Peter- 
son), Polley, Law, Close, Mays (representing Mr. Herd), Gee (representing Mr. 
Christensen), Ross, Nolen, Clarkson, Erhardt, Beckwith, Sorensen, Poluecquet. 

Mr. Mountain presided. 

I. Resignation—The manager reported that under date of June 19, 1957, a 
letter was received from Vice President Goodwin of the Security Insurance Co. 
of New Haven giving the 90-day written notice of intention to withdraw as 
required by the constitution. He added that the 90-day period in question has 
now expired. 

The executive committee expressed regret at this withdrawal and suggested 
that in the light of recent developments the manager communicate with Chair- 
man Berry of the Security Co. inquiring as to whether there is to be any change 
in the decision of that group to withdraw from membership. 
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The manager also reported that on October 10, 1956, the Caledonian Insur- 
ance CO. resigned its membership in Inter-Regional Insurance Conference stating 

t as of December 31, 1956, it intended to cease direct underwriting operations 
: ed States. 
ue Sr eioation Peerless Insurance Co—The manager referred to an applica- 
tion received under date of October 22, 1956, from the Peerless Insurance Co. and, 
upon consideration, the executive committee unanimously approved that appli- 
ani, Nominating Committee.—The chairman informed the committee that he 
will appoint a nominating committee for the purpose of naming two nominees 
to the executive committee in the light of the fact that the terms of Messrs. 
polley and Erhardt are expiring. — 

The manager also called attention to the fact that Mr. Rearden, a named mem- 
per of the executive committee, has requested that he be relieved and Vice Presi- 
dent Christensen be substituted for him. It was the understanding that the 
nominating committee would incorporate Mr. Christensen’s name in the slate 
to be proposed at the annual meeting. ; ' 

IV. Board of Governors.—The following resolution was approved by the ex- 
ecutive committee for submission to the membership at the forthcoming annual 

ng: 
—_ it resolved, That the members of Inter-Regional Insurance Conference, in 
meeting assembled (a quorum being present) do hereby ratify the action taken 
by the executive committee on June 19, 1957, establishing a board of governors 
comprising not more than 15 chief executive officers of member companies. 

“The purpose of such board of governors shall be to provide guidance to the 
officers and executive committee as respects matters of major policy and to 
support in every way possible the approved recommendations of Inter-Regional 
Insurance Conference. 

“The board of governors shall elect a chairman from among their number.” 

y. Assessment, 1957-1958——The treasurer read a proposed report designed 
for submission to the members at the next annual meeting which, in effect, 
recommends that the same rate of assessment applied during the current fiscal 
year be continued for the next fiscal year. 

In this report the executive committee concurred. 

VI. Property Insurance Committee, NAIA.—The committee engaged in a gen- 
eral discussion relative to the unsatisfactory minutes drawn by the agents’ as- 
sociation relating to a recent joint meeting with the property insurance com- 
mittee. The hope was expressed that the situation has been rectified and the 
executive committee elected to take no action with respect to the matter at this 
time. The intention was expressed however to achieve an understanding with 
the NAIA with respect to the drafting and handling of these minutes at future 
informal joint conferences. 

VII. Deferred Premium Payment Plan.—Mr. Mays, the chairman of the spe- 
cial committee appointed to study the deferred premiums payment plan as sub- 
mitted by the Pacific Fire Rating Bureau, made a report with respect to con- 
sideration given the matter by the special committee, by a committee of actuaries 
presently engaged in developing a cost analysis with respect to the handling of 
installment premium business and by a special committee of technicians who 
have been engaged in working on the format from a mechanical standpoint. 

A report of the views expressed with respect to the plan at a recent meeting 
of the advisory committee was also presented and following full discussion Mr. 
Mays informed the executive committee that his group feels that no final recom- 
mendation with respect to the plan is now feasible because of the currently con- 
tinning actuarial cost study, but nevertheless requested that the executive com- 
mittee approve the plan in principle subject to the results of the actuarial cost 
study, to any further mechanical changes in format and to any unforeseen matters 
that may arise in the interim. 

In the discussion that ensued the suggestion was made that an approach be 
made to the National Bureau of Casualty Underwriters as well as the Inland 
Marine Insurance Bureau to ascertain the possibility of obtaining the concurrence 
of those organizations in the proposed plan. 

In acting upon the suggestion of the chairman of the special committee a maior- 
ity voted in favor of approving the plan in principle subject to the further studies 
mentioned above. 

Messrs. Erhardt and Nolen asked to be recorded as voting in the negative. 

At this point the manager read a telegram addressed to the chairman from 
President McKown, a copy of which is appended to these minntes. The manager 
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was authorized to inform Mr. McKown of the action taken by the executive com. 
mittee and to express to him the feeling of the committee that no action on 
matter should be initiated on the Pacific coast until current studies of the 
are concluded and until the plan can be recommended on a nationwide basis, 

It was pointed out that in the Inter-Regional statement presented at the ZONE § 
meeting at Seattle the commissioners were informed that a new deferred Premign 
payment plan is under consideration and that when action is taken thereon, it 
will be fully documented. 

It was understood that a copy of the manager’s letter to Mr. McKown will jp 
furnished each member of the executive committee to the end that their regne. 
tive Pacific coast managements may be informed as to the views of their several] 
home offices. 

VIII. Limitation of Term to 3 Years.—The manager informed the executiy 
committee that he had just received a telephone inquiry from the manager and 
governing committee of the Washington Surveying & Rating Bureau inquiring 
to the attitude of the members of Inter-Regional Insurance Conference in tip 
event the Washington committee establishes a limitation of 3 years on the term 
privilege. 

He added that in making this inquiry the Washington committee had bee 
specifically requested by Commissioner Sullivan of the State of Washington tp 
give careful consideration to this matter and that the committee felt asgureg 
that the insurance commissioner would resist deviation filings affecting the point 
at issue. 

Following a full discussion of the matter it was the majority view of th 
executive committee that, subject to the commissioner’s assurances that he wil] 
resist any deviation filings, Inter-Regional Insurance Conference has no objection 
to express if the governing committee of the Washington Surveying & Rating 
Bureau elects to establish a 3-year limit on term contracts. 

In this majority view Mr. Mays requested that he be recorded as voting jp 
the negative. 

It was the further position of the executive committee that should a similar 
situation arise in other States where similar assurances are received from the 
insurance departments with respect to the wholehearted support of such am 
vised rule, the management is authorized to express the same opinion on behalf 
of Inter-Regional Insurance Conference. 

IX. Zone 6 Meeting.—A comprehensive report was made by Mr. Close describ. 
ing the important highlights of the zone 6 meeting. Both Mr. Close and Mr. 
Hargrett concurred in expressing the feeling that the representation on the part 
of Inter-Regional Insurance Conference at this particular meeting was helpful. 
In substance it was reported that the commissioners present, especially those 
from California and Washington exhibited an acute awareness of the problems 
faced by the insurance industry, and that it was apparent that many of the 
issues raised at the zone 6 meeting would be carried to the national convention 
of the insurance commissioners, as evidenced by several resolutions passed by 
the zone 6 commissioners immediately following the open zone 6 meeting. 

X. FIA—Risks Not Requiring Specialized Services of F1A.—Chairman Ross 
of the executive committee of Factory Insurance Association presented a sug- 
gestion that ways and means be explored by Inter-Regional Insurance Confer- 
ence for treating risks such as schools, colleges, churches, housing projects, 
office buildings, theaters and hotels which do not require FIA engineering service 
but which in the past have frequently applied for FIA treatment. 

The various members of the executive committee discussed the pros and cons 
of the proposal with the conclusion that the subject should be discussed by the 
advisory committee and that after the views of the advisory committee have 
been received and considered by the executive committee, a further contact with 
FIA would be in order. 

XI. 5-Year Written and Paid Experience.—Mr. Sorensen reported to the exect- 
tive committee the results of a conference with a subcommittee of the Actuarial 
Bureau of the national board with respect to a previous recommendation made 
by Inter-Regional Insurance Conference that consideration be given to the ad- 
visability of not disseminating 5-year written and paid experience in the future 
on the grounds that such figures, being unadjusted, and not being on an earned- 
incurred basis are misleading to insurance departments and frequently handicap 
the rating organizations in the presentation of filings relating to rate level ad- 
justments. 

It was reported that the national board committee recognizes the possibility 
of confusion which can arise from the review of unadjusted 5-year classified 
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experience reports and proposes to distribute such reports in the future only 
when insurance departments request copies thereof, together with a letter of 
transmittal explaining that the data shown has not been adjusted to reflect 

es in rates and is not in itself an adequate guide for ratemaking purposes. 

He reported further on a proposal of the national board committee to make 

available in the future a tabulation of direct premiums written, losses paid and 
josses incurred by States derived from page 14 of the annual statements by 
May 1 of each year following the year to which the experience relates, as an 
added help to rating organizations in estimating the effect of the current experi- 
nce trend. 
’ XII. HOCE—Massachusetts—At the request of the chairman of the board of 
governors of the New England Fire Insurance Rating Association, the executive 
committee considered a proposal submitted to the New England body by the 
Liberty Mutual Fire Insurance Co. proposing that an additional filing be made 
providing for a $100 optional windstorm deductible applicable to dwelling build- 
ings in Massachusetts written on ECE No. 4 at a proposed 25 percent reduction 
from the rate presently applicable to contracts written subject to the $50 
deductible. 

The executive committee felt that provision of an additional optional deductible 
effective within one rating jurisdiction would create an undesirable competitive 
situation, and the committee further questioned the justification for the pro- 

ed 25 percent rate reduction for the increased deductible. 

In short, the executive committee felt that it would be unwise to acquiesce in 
the provision of two deductibles (one mandatory and one optional) within one 
rating jurisdiction and recommended that the New England Fire Insurance 
Rating Association decline to acquiesce in the proposal of the Liberty Mutual 
Fire Insurance Co. The view was also expressed that the committee would not 
be disturbed were a single $100 windstorm deductible introduced for all classes 
at an appropriate rate treatment. 

XIII. American Iron & Steel Institute —The manager reported on a conference 
with a committee representing the American Iron & Steel Institute. 

He advised that questions were raised by the steel representatives with respect 
to the application of the charge for the molten metal clause and also a desire 
was expressed by the steel industry representatives that the clause be revised to 
provide for the removal of debris for a stated amount as well as for damage 
done by heat radiation from the molten metal, excluding however all cost of 
repair of the damaged vessel. The committee was informed that this subject 
was taken under advisement for further detailed study by the advisory committee. 

It was further stated that the steel industry representatatives pressed for the 
development of a special schedule for basic steel industry risks and that on this 
point the organization assigned the task of preparing such a schedule is presently 
awaiting the development of adequate experience figures for which a special 
coding arrangement has been provided. 

He reported further that a third issue raised by the steel industry representa- 
tives related to the provision of a $5,000 deductible provision for so-called nui- 
sance losses. He stated that in support of this suggestion the steel people re- 
ferred to a frequency of such claims which, they feel, are of a minor nature in 
relation to the total values involved. 

The steel industry representatives were informed that all of these matters 
would be given consideration in due course and that ultimately a report would 
be rendered to the Committee on Insurance Problems of the American Iron & 
Steel Institute after full consideration by the executive committee. 

XIV. All Purpose Form.—Mr. Polley presented a question as to the desirabil- 
ity of introducing at this time a so-called all purpose form designed to meet 
certain types of competition on special classes of occupancy. 

It being the view of the members of the executive committee that the desire 
for such a new form has largely dissipated, all present concurred in the view 
that no action should be taken on the proposal at this meeting. 

XV. Installment Premium Endorsement.—Correspondence received from Vice 

President Chapman of the Agricultural Insurance Co. was read in which Mr. 
Chapman suggested a change in the concept of installment business to, in effect, 
place it on an annual basis insofar as effective rates are concerned in order that 
revisions in rates on risks written under installment contracts may become 
effective on the next anniversary date of the policy. 
: It was the general view of the executive committee that while the members 
individually are not in disagreement with the desire expressed by Mr. Chapman 
they feel that the suggestion is not practical at this time, and primarily because 
of the competitive aspects of the fire insurance business. 
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XVI. ECE—Windstorm.—The executive committee recommended that the 
manager reiterate to the Pacific board previous recommendations relatiye to 
the introduction of a mandatory windstorm deductible provision, or if not prac. 
tical an optional windstorm deductible, in the extended coverage endorsement 
as well as a television and radio antennae exclusion. 

XVII. Partial Subscribership—Assessments.—Acting on a request for guidance 
received from the New England Fire Insurance Rating Association, it was under. 
stood that the chairman would appoint a committee to study the problem of 
assessments for partial subscribers with the ultimate objective of affording 
guidance to rating organizations nationwide. 


OCTOBER 2, 1957, 
Mr. FRANK C. COLRIDGE, 
Manager-Secretary, Board of Fire Underwriters of the Pacifie, 
San Francisco, Calif. 

Deak Mr. CoLrivce: Subsequent to the March 1 conference on rate eye 
adjustments which was held here in New York City our Committee on Rate 
Level Adjustments has been giving consideration to “Basic Principles for the 
Guidance of Fire Rating Organizations in the Review and Adjustment of Over- 
all Rate Levels Within a State,” particularly in the light of certain comments 
that were made by some of those present at the March 1 meeting which were 
especially critical of principle No. 4 requiring that the premium and logs statis. 
tics of both member and subscriber (including deviating) companies be em- 
ployed. 

The upshot of this consideration by our company committee is reflected op 
the attached “Basic Principles—Rate Level Adjustments” dated October 1, 1957. 

With respect to the particular point mentioned above it will be noted that 
the proposed revised paragraph 4 contemplates the permissive inclusion of 
premiums and losses of deviating subscribing companies when adjusted to reflect 
eurrent tariff rate levels. 

Before making a recommendation to our executive committee with respect to 
the enclosure our committee on rate level adjustments is desirous of having 
this important matter reviewed by the members of the advisory committee and 
because the overall problem is of pressing importance and because it is not 
practical to convene a meeting of the advisory committee in the immediate 
future it will be appreciated if you will furnish me with your views, as a mem- 
ber of the advisory committee, with respect to the enclosure and we would like 
to receive those views promptly. 

Yours very truly, 
R. M. B., Manager. 


P.S. I enclose an extra copy of this letter and its enclosure with the thonght 
that you may wish to seek the views of Mr. Gilbert in formulating your re 
sponse to my inquiry. 


OcToBER 1, 1957. 
INTER-REGIONAL INSURANCE CONFERENCE 


BASIC PRINCIPLES—RATE LEVEL ADJUSTMENTS 


1. The principle of a 6 percent underwriting profit factor as set forth in the 
1921 profit formula of the National Board of Fire Underwriters as modified in 
the 1949 subcommittee report of the NAIC shall be maintained. No overall rate 
level adjustment shall be made if the indicated profit is within a tolerance zone 
of 2 percentage points above or below such 6 percent factor. 

2. Review of overall rate level shall be annual; however, it is not the intent 
to require annual adjustment of rate levels. 

3. Underwriting profit as referred to above shall be determined with use of 
direct earned premiums and incurred loss and incurerd expense figures without 
regard to reinsurance. 

4. As to loss experience, all available and relevant premium and loss statistics, 
including loss adjustment expenses of member and nondeviating subscribing 
companies, adjusted to reflect current rate levels, shall be used. The earned 
premiums and losses incurred of deviating subscribing companies may be in- 
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duded in the determination of the actual loss ratio, when adjusted to reflect 
current tariff rate levels, to the extent that such loss experience is necessary 
and pertinent. ; ; ib 

Due consideration shall also be given to other available and relevant statistics 
in the interest of securing the widest possible base of loss experience. In the 
ease of fire rate levels, the loss experience of not less than the most recent 5-year 

riod shall be used while in the case of windstorm or extended coverages which 
involve the windstorm peril, the loss experience of not less than the most recent 
10-year period shall be used. 

5. As to expenses other than loss adjustment expenses, only the experience 
of member and subscribing stock companies reflecting comparable methods of 
operation and acquisition costs during the most recent available year shall be 
gsed. Such expense figures shall be treated as a unit and shall not be separated 
into their several components. : 

§. Due consideration shall be given to loss experience, expenses, and to credi- 
bility and all other relevant factors within and outside the State, including the 
important element of informed Judgment and the reflection of all developments 
and trends which may affect prospective loss experience and expenses. 


OCTOBER 2, 1957. 
Re advisory committee. 
Mr. F. W. DorEMUvs, 
Manager, Eastern Underwriters Association, 
% John Street, New York, N.Y. 

Deak Mr. DorEMuUS: Subsequent to the March 1 conference on rate level ad- 
justments which was held here in New York City our Committee on Rate Level 
Adjustments has been giving consideration to basic principles for the guidance 
of fire rating organizations in the review and adjustment of overall rate levels 
within a State, particularly in the light of certain comments that were made 
by some of those present at the March 1 meeting which were especially critical 
of principle No. 4 requiring that the premium and loss statistics of both member 
and subscriber (including deviating) companies be employed. 

The upshot of this consideration by our company committee is reflected on the 
attached “Basic Principles—Rate Level Adjustments” dated October 1, 1957. 

With respect to the particular point mentioned above it will be noted that 
the proposed revised paragraph 4 contemplates the permissive inclusion of 
premiums and losses of deviating subscribing companies when adjusted to reflect 
current tariff rate levels. 

Before making a recommendation to our executive committee with respect to 
the enclosure our Committee on Rate Level Adjustments is desirous of having 
this important matter reviewed by the members of the advisory committee and 
because the overall problem is of pressing importance and because it is not 
practical to convene a meeting of the advisory committee in the immediate future 
it will be appreciated if you will furnish me with your views, as a member of 
the advisory committee, with respect to the enclosure and we would like to re- 
ceive those views promptly. 

“Yours very truly, 

R. M. Beckwitu, Manager. 


EASTERN UNDERWRITERS ASSOCIATION, 
New York, N.Y., October 10, 1957. 
Re advisory committee. 


Mr. R. M. BeckwirTH, 
Manager, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 


Deak Mr. BECKWITH: The permissive use of premium and loss statistics of 
both member and subscriber (including deviating) companies as set forth in 
revised paragraph 4 of the basic principles may be difficult to sell to all insurance 
departments, but we see no reason why it should not be presented to your 
executive committee. 

In the final analysis, the capital stock companies, which write the bulk of 
the business, should determine the base to be used by the rating organizations 
in adjusting rate levels. 

Very truly yours, 
FREDERICK W. DokeMus, Manager. 
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Boarp OF FIRE UNDERWRITERS OF THE PACIFIc, 
San Francisco, Calif., October 10, 1957 
Re basic principles for the guidance of fire rating organizations in the review 
and adjustment of overall rate levels within a State. 


Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 


Dear Mr. BeckwitH: The six basic principles—rate level adjustments ag 
stated in the enclosure to your letter of October 2, 1957, have been reviewed py 
Mr. A. J. Stocklmier and by Mr. Gilbert, general manager, Pacific Fire Rating 
Bureau. It is the unanimous opinion that, as a guide, the broad principles 
enumerated therein are adequately and properly stated. 

Yours very truly, 





FRANK C. COoLRIngE, 
Manager-Secretary, 


MEMORANDUM TO RATE LEVEL ADJUSTMENT COMMITTEE 


OCTOBER 25, 1957. 

Subsequent to the compilation of the basic principles—rate level adjustments, 
as revised on October 1, 1957, we requested the views of the several members of 
the advisory committee with respect thereto. 

In general the revisions met with the favor of all of the regional organizations 
represented on the committee. 

I attach a copy of a letter from Manager Parker which indicates one or two 
possible changes in paragraph 4 and I also attach the revision of paragraph 4 
as suggested by Manager Woodall. 

Aside from these specifically proposed revisions, comments from the other 
members of the committee are favorable to the October 1, 1957, draft. 


R. M. BecKwituH, Manager, 





WESTERN ACTUARIAL BUREAU, 
Chicago, Ill., October 4, 1957. 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 


BASIC PRINCIPLES—RATE LEVEL ADJUSTMENTS 


DeAR Mr. BecKwitH: This will refer to your letter of October 2 addressed to 
members of the advisory committee. 

It is my opinion that the revision of paragraph 4 as incorporated in your Oc- 
tober 1 draft of these basic principles is desirable as affording proper latitude 
in the use of statistical data of subscribing companies. 

From a practical standpoint you are no doubt aware that data from the Mutual 
Insurance Advisory Association includes companies writing both on a deviating 
as well as a dividend basis. Therefore, except in a few States where the ex- 
perience is resolved to bureau rate levels, it is a combination of the experience 
of both types of subscribing companies; it is not possible to separate one from 
the other. 

In the second sentence of this paragraph, I judge that the adjustment is in- 
tended to refer to tariff rate levels and that the word “current” perhaps is 
unintended. The experience would of course be adjusted by the bureau in 
question to reflect current rate levels as provided in the previous sentence. 
Perhaps the second sentence would accomplish the full purpose if it merely read 
as follows: 

“The earned premium and losses incurred of deviating subscribing companies 
may. be included in the determination of actual and adjusted loss ratios to the 
extent that such loss experience is necessary and pertinent.” 

We will not comment further as to inclusion of loss adjustment expense ex- 
cept to point out that presently it must be separated from other expense in order 
to do so and this would not be entirely consistent with the last sentence of para- 
graph 5. 

Yours very truly, 


K. H. Parker, Manager. 
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[From Eastern Underwriter, Oct. 25, 1957] 
INTER-REGION AL INSURANCE CONFERENCE STRESSES RATE LEVEL CHANGES 


Rate Adjustments Committee Revising Basic Principles, Studying Prospective 
qrends—Annual Meeting in New York—Wide Activities Are Outlined by 
Mountain and Beckwith; Officers Are Reelected 


Inter-Regional Insurance Conference, at its annual meeting held at the Plaza 
Hotel in New York City on October 17, received reports by Chairman H. M. 
Mountain, Treasurer Felix Hargrett, and Manager Royal M. Beckwith. 

An amendment to the constitution was acted upon, providing that actions of 
the executive committee require approval by two-thirds of the voting members 
and alternates present at any meeting of the executive committee. 

The following officers were reelected for terms of one year: Mr. Mountain, 
executive vice president, Aetna Insurance Co., chairman; J. L. Erhardt, assist- 
ant U.S. manager, Royal-Globe Insurance Group, vice chairman, and Mr. Har- 
grett, vice president, Home Insurance Company, treasurer. 


EXECUTIVE COMMITTEE 


J. L. Erhardt and A. L. Polley, whose terms as members of the executive com- 
mittee were expiring, were reelected for terms of one year each and W. J. 
Christensen, executive vice president, Loyalty Group, was appointed to serve 
the unexpired term of W. B. Rearden; M. B. Baker, assistant U.S. Manager of 
the North British and Mercantile, was appointed to serve for the unexpired 
term of W. L. Nolen; and M. W. Mays, vice president, American Fore Insurance 
Group, was appointed to serve for the unexpired term of J. V. Herd. 

Action previously taken by the executive committee was ratified by the mem- 
bers with respect to the appointment of the following board of governors: 

Clarke Smith, U.S. manager, Royal-Globe Insurance Group; Kenneth F. Black, 
president, Home Insurance Co.; James C. Hullett, president, Hartford Fire; 
W. E. Newcomb, president, Great American; 8S. Dwight Parker, president, 
Springfield Fire & Marine; James F. Crafts, president, Fireman’s Fund; J. 
Victor Herd, president, America Fore Group; William B. Rearden, president, 
Firemen’s Insurance Co. 

Also Alexander I. Ross, executive vice president, Crum & Forster; Clinton L. 
Allen, president, Aetna Insurance Group; William L. Nolen, U.S. manager, North 
British & Mercantile; A. B. Jackson, president, St. Paul Fire & Marine; John 
A. North, president, Phoenix Insurance Co.; Harry W. Miller, general U.S. 
attorney, Commercial Union-Ocean Group; Lester S. Harvey, president, New 
Hampshire Fire. 

MOUNTAIN ON FIRE RATING 


Chairman Mountain, in his report stressed the work of the special committee 
for actively reviewing methods employed by the fire rating organizations, nation- 
wide, in the adjustment of rate levels. This.committee aims to seek means for 
meeting the problem of unsatisfactory loss trends. 

“Much has been accomplished in furnishing rating organizations nationwide 
with statistical and detailed information—much remains to be accomplished. It 
is anticipated that within a very short time rating organizations nationwide will 
be in possession of revised basic principles for rate level adjustment, as well as 
a positive recommendation with respect to the treatment of trend. 

“Growing out of this broad subject, action has been recommended to all rating 
organizations nationwide with respect to increased term multiples. This recom- 
mendation has been adopted and the revised multiples promulgated in some 36 
rating jurisdictions. It is confidently expected that it will be adopted in the 
majority of the remaining rating jurisdictions in the near future. 

“From an organizational standpoint I have no hesitancy in reporting to the 
membership a strengthening of Inter-Regional Insurance Conference through the 
acquisition of the services of Charles P. Butler as general counsel. Mr. Butler’s 
varied and long experience has already proven of very real value to Inter- 
Regional and his services have been sought by rating organizations in a consul- 
tive capacity. 

BECKWITH ON OBJECTIVES 


Manager Beckwith likewise stressed the unsatisfactory underwriting picture. 
He stated that “recognizing as we all do that in a large country such as this 
conditions vary materially in the different sections, our industry nevertheless 
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also recognizes that there are broad and important areas in which j 
that we deal consistently, not only in the application of fundamental] Principles 
but in our dealings with our clients who themselves, with increasing frequeace 
are functioning on a nationwide basis. “Y, 

“Consequently the judgment of those executives who originally recognized th 
need for this organization, dedicated to achieving a reasonable coordination : 
practices among the several rating jurisdictions nationwide, is fully Vindicateg 
by current events. 

“The members of Inter-Regional need no reminder that the two principal com 
mittees, namely: the executive committee, comprised of company executives 
elected by you; and the advisory committee comprised of representatives of 
the regional organizations constitute the principal forces behind our nationwide 
recommendations. 

“It should not be amiss, however, to emphasize that in addition to the work 
of these two major cominittees careful detailed and frequently lengthy work jg 
done by special committees appointed to deal with special subjects. 


t is vita) 


WORK OF COMMITTEES 


“Among these are the following: 

“Time element commitee comprised of regional organization personnel ang 
company representation from each regional field. This committee is especially 
well versed in time element subjects and is at this moment on the verge of Propos- 
ing a materially simplified method for writing business interruption insuranee. 

“Committee on deferred premium payment plans: This committee is comprised 
of members of the executive committee and has been diligently considering a pro. 
posed plan presented by the Pacific Fire Rating Bureau which, while revolution. 
ary in certain respects, will if ultimately approved and adopted, materially sim. 
plify the mechanical detail and expense incident to the handling of installment 
business. 

“This committee has also in turn called upon the services of a committee of 
actuaries which is conducting a cost accounting study to determine the actua] 
cost of handling installment business. 

“Public utility committee: This committee is charged with carrying on the 
work previously handled by the executive committee of Central Traction anq 
Lighting Bureau which has been dissolved. It is essentially a committee of com- 
pany executives and depends in turn for detailed study and consideration on 
various technical subcommittees. 

“Committee on extended coverage endorsement No. 3: This is a committee of 
company executives which has been engaged for some months in the detailed study 
of the situation surrounding the use of the Extended Coverage Endorsement 
No. 3. 

“Flood committee: This is a committee, comprised of company executives who 
worked with our staff continually for a period of eight months in developing 
contracts and a rating plan for the Federal Flood Indemnity Administration. 
While it is true that the Federal Agency was unable to function because of the 
lack of appropriations by Congress, that does not minimize the lengthy and pains- 
taking work that our committee accomplished. 


RATE LEVEL ADJUSTMENTS 


“Committee on rate level adjustments is at this moment engaged in reviewing, 
and in carefully revising, a set of basic principles for the adjustment of rate 
levels previously recommended to rating organizations nationwide. It is also 
engaged—with the help of an actuarial subcommittee—in devising concrete 
means for properly recognizing the current and prospective trend in experience. 
In all of this work our committee on rate level adjustments has the benefit of 
helpful consultation with regional organizations and rating managers and while 
the problem nationwide presents difficult and complex features, it may be stated 
that it is well on the way toward an adequate solution. 

“Committee on term rule.—This committee, which has been functioning since 
early last spring, grasped an opportunity presented at a meeting of the National 
Association of Insurance Commissioners last June and within a period of 9 
davs, after consultation with other segments of the industry, accomplished 
through the cooperation of many Insurance Commissioners and local rating or- 
ganizations an important revision in the term multiple in three-fourths of the 
States of the Nation. It is hoped that the balance will follow suit in the near 
future. 
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“Subcommittee on reinsurance.—This subcommittee comprised of company ex- 
ecutives familiar with reinsurance problems has completed a program for dealing 
with facultative reinsurance which it is felt will materially simplify the handling 
of that phase of our business for our members. : ‘ 

“Sprinkler leakage—water damage committee.—This committee is on con- 
tinnous stand-by service for matters affecting the sprinkler leakage or water 
jamage schedules and their related contracts. It is comprised of company 


executives. 
TERM RULE ACTION BY STATES 


“Chairman Mountain has touched upon work of the committee on term rule. 
Those areas which have not seen fit to approve this change largely involve 
States in which the Insurance Departments persist in confusing a change in 
the term multiple with rate level changes,” said Mr. Beckwith. “It is the 
conviction of the committee on term rule, which has studied this matter that 
such confusion is unwarranted and that any initial premium increase which 
will be derived from the term rule revision cannot exceed a modest amount 
for the first year and will be reflected in the underwriting results in successive 
years and that consequently it is not felt that approval of the term multiple 
revision should be withheld pending rate level changes which are based upon 
mderwriting experience nor should it be accompanied by any ‘flat’ rate revision 
designed as an off-set thereto. , 

“Currently a committee appointed by the chairman is working jointly with 
committees representing the National Bureau, Inland Marine Insurance Bureau 
and Multi-Peril Insurance Conference in an effort to develop a mutually satis- 
factory ‘water exclusion’ suitable for incorporation in fire, casualty, marine and 
multi-peril contracts.” 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., November 18, 1957. 


BASIC PRINCIPLES—-RATE LEVEL ADJUSTMENTS 


Deak Siz: Previously, in 1955, we recommended to you certain basic principles 
designed for the guidance of fire rating organizations in the review and adjust- 
ment of overall rate levels within a State. 

Our committee has been engaged in a most careful and painstaking review of 
these basic principles and this work has culminated in a recommendation by 
our executive committee that the attached “Basic Principles—Rate Level Ad- 
justments” bearing a date of November 13, 1957, be adopted in all fields for the 
guidance of the rating organizations. 

We would particularly direct your attention to two major changes contained 
in these revised basic principles: 

In paragraph No. 4 it should be noted that the premium and loss statistics 
of other than member and subscribing stock companies may be included in the 
determination of loss ratios to the extent that their use appears necessary and 
pertinent ; the previously recommended principles required the inclusion of these 
figures. 

The other principal point involved in this revision is incorporated in paragraph 
No. 6 and specifically calls for the use of expenses of the most recent available 
year rather than of the most recent period of years as previously recommended. 

We wish to emphasize that the enclosure constitutes basic material; it is 
anticipated that from time to time recommendations relating to details involved 
in the review of experience statistics and in the utilization of those statistical 
within the framework of these basic principles will be sent you. 

Our executive committee is most desirous of being apprised of your acceptance 
of these basic principles for use in your field and will you therefore please in- 
form us on that point. 

Yours very truly, 
Roya M. BeckwitH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE 


BASIC PRINCIPLES—RATE LEVEL ADJUSTMENTS 


1. The principle of a 6 percent underwriting profit factor as set forth in the 
1921 profit formula of the National Board of Fire Underwriters as modified in 
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the 1949 subcommittee report of the NAIC shall be maintained. No oyerajj rate 


' 
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level adjustment shall be made if the indicated profit is within a tolerance | 


zone of two percentage points above or below such 6 percent factor, 

2. Review of overall rate level shall be annual; however, it is not the intent 
to require annual adjustment of rate levels. 

3. Underwriting profit as referred to above shall be determined with use of 
direct earned premiums and incurred loss and incurred expense figures Without 
regard to reinsurance. 

4. All available and relevant premium and loss statistics, including loss adjust. 
ment expenses, of member and subscribing stock companies, adjusted to reflect 
current tariff rate levels, shall be used. Loss adjustment expenses shall be in- 
cluded with loss statistics. The premium and loss statistics of other companies 
may be included in the determination of actual and adjusted loss ratios to the 
extent that the use of such loss experience is necessary and pertinent, 

5. In the case of fire rate levels the loss experience of not less than the most 
recent 5-year period shall be used, while in the case of windstorm or extendeq 
coverages which involve the windstorm peril the loss experience of not less than 
the most recent 10-year period shall be used. 

6. As to expenses other than loss adjustment expenses, only the experience of 
member and subscribing stock companies reflecting comparable methods of 
operation and acquisition costs during the most recent available year shall be 
used. Such expense figures shall be treated as a unit and shall not be separated 
into their several components. 

7. Due consideration shall be given to loss experience, expenses and all other 
relevant factors within and outside the State, including the important element 
of informed judgment and the reflection of all developments and trends which 
may affect prospective loss experience and expenses. 


AMERICAN INSURANCE ASSOCIATION, 
New York, N.Y., December 2, 1957, 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 


Dear Mr. BeckwitH: The next membership meeting of this association js 
scheduled for January 15, 1958. Mr. Leonard Peterson, chairman of our Con- 
mittee to Study Impact of Inflation on Rate Levels, wishes to have a report 
available at that time, and requests information to assist in its preparation. Ac. 
cordingly, your cooperation in furnishing the following pertinent information is 
solicited : 

1. The developments which have occurred as a result of activity by your 
organization to counteract the inflationary spiral and the generally adverse 
experience of 1956. 

2. In addition to those steps which have already been taken, Mr. Peterson 
would appreciate an outline of prospective measures which are contemplated 
for adoption in order to deal with the situation. 

The response which was made to our previous requests for information has 
provided our membership with current data which have proved very helpful. 

Very truly yours, 

JOHN F. NEVILLE, Secretary. 





INTER-REGIONAL INSURANCE CONFERENCE 


EXECUTIVE COMMITTEE MEETING DECEMBER 11, 1957 


Present: Messrs. Erhardt, Mays, Watkins (representing Mr. Mountain), 
Baker, Close, Christensen, Clarkson, Law (accompanied by Mr. Howland), Dil- 
lard, Keeler (representing Mr. Ross), Beckwith, Butler, Ploucquet, Sorensen. 

Vice Chairman Erhardt presided. 

I. Committee on Term Rule.—In Chairman Hargrett’s absence Mr. Close pre 
sented a report designed as information to the executive committee in which he 
expressed the feeling of the Committee on Term Rule that in view of a divided 
opinion with respect to the desirability of a 3-year limitation in the term rule, 
Inter-Regional Insurance Conference is not in a position to arrange for a meet- 
ing with other segments of the industry on this point and further that the Com- 
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mittee on Term Rule does not consider itself in a position to either advocate or 
to oppose such a limitation at this time, — , . 

In the discussion that ensued it was pointed out that the executive committee 
bas peretofore taken the position by majority vote that Inter-Regional Insurance 
Conference is in favor of the 3-year limitation in those rating jurisdictions where 
conditions are such as to make such a limitation on the term privilege practical. 

Mr. Close also referred to a recent meeting with the chairman, the manager 
and counsel of the West Virginia Inspection Bureau at which it was concluded 
that it would be unwise to undertake a revision of the term multiple in that 
State until the next general rate level revision is also undertaken next spring. 

IL. Committee on Rate Level Adjustment.—Chairman Close referred to mate- 
rial previously sent the executive committee embodying a recommendation that 
the “weighted loss ratio method” advocated by the actuarial subcommittee and 
concurred in at a joint meeting with certain rating managers be recommended 
nationwide as a means of recognizing changing conditions in the fire insurance 
pusiness. He emphasized that in making such a recommendation the committee 
feels that, once established, the “weighted loss ratio method” should apply, in 
future years either to assist in meeting increasing loss ratio trends or in meeting 

ible redundancy in rate levels which might otherwise develop during periods 
of profitable experience. ; . 

Upon motion, duly made and seconded, the weighted loss ratio method was 
approved for recommendation to regional bodies and rating organizations nation- 
Te ials point Mr. Close also referred to a request for a breakdown of experi- 
ence figures recently sent to company members of the Middle Department Asso- 
dation of Fire Underwriters. It was pointed out that the procedure contem- 
plated by the Middle Department Association in attempting to develop supporting 
data for a rate level revision based in part upon a breakdown of expense figures, 
is contrary to the intent of the executive committee in its nationwide recom- 
mendations and is likewise contrary to the policy of the actuarial committee of 
the National Board of Fire Underwriters. 

It was moved, seconded, and carried unanimously that the manager be in- 
structed to furnish a copy of the recently recommended basic principles for 
rate level adjustment to the members of Inter-Regional Insurance Conference 
calling particular attention to basic principle number 6 providing that expense 
figures shall be treated as a unit and shall not be separated into their several 
components and recommending that member companies decline in the future 
to furnish a breakdown of expense figures, together with an explanation of the 
reasons why the committee has adopted this particular basic principle. 

Ill. Water Exclusion Clause.——A water exclusion clause previously sent the 
members for study as drafted by a joint committee comprised of representatives 
of Inter-Regional, the National Bureau of Casualty Underwriters, Inland Marine 
Insurance Bureau and Multi-Peril Insurance Conference was presented and upon 
motion duly made and seconded was approved for recommendation nationwide. 

IV. American Iron and Steel Institute—Basic Steel—The committee was 
reminded that in midyear 1955, at the request of the insurance committee of 
the American Iron and Steel Institute, a special coding system was instituted 
for risks of a special class characterized as basic steel and that subsequently 
at the request of Inter-Regional the actuarial bureau of the National Board 
of Fire Underwriters has been collecting experience figures reported under that 
special coding arrangement. 

The manager referred to a compilation of the figures as recently received from 
the national board and noted that the premium income for the year 1956, the 
1 full year involved, was less than $1 million, the premium income as coded 
for approximately one-half of 1955 amounting to slightly more than $300,000. 

The committee was further apprised of a feeling of the rate level adjustment 
committee with whom this matter had been previously discussed, that the figures 
as received disclosed a volume which is not sufficiently credible to constitute a 
basis for the development of a special schedule for basic steel as desixed by the 
steel industry and it was proposed that the insurance committee of the American 
Iron. and Steel Institute be informed of this fact and that the suggestion be 
made that in the case of basic steel risks which can qualify for FIA treatment, 
that market provides the most practical answer to the several problems presented 
by the steel industry. 

Upon motion duly made and seconded the executive committee expressed con- 
currence in this position and instructed that the compilation of experience figures 
under the special coding arrangement be discontinued. 
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V. Replacement Provision—Dwelling Forms.—As a carryover from the re. 
vious meeting the committee turned to consideration of a suggestion that the 5 
percent and $1,000 limitations contained in the replacement provisions of the 
broadened dwelling forms relating to small losses be eliminated. 

The manager advised that in accordance with a request previously made by 
the executive committee the matter has been discussed with the forms om. 
mittee of Loss Executives Association which urgently requests that the Previous 
recommendation be retained in the dwelling forms in order to facilitate the ad. 
justment of losses during catastrophe periods, particularly. It was the conse 
that no change be recommended in the replacement provisions of the dywel 
building(s) special form and the dwelling building(s) and contents—broaq form 
in this respect. 

VI. Flat Cancellations —The committee was reminded that a communication 
bas been addressed to the National Association of Insurance Agents requesting 
the reaction of that body to a proposal that a joint committee be formed com. 
prised of representatives of NAIA, the National Bureau of Casualty U nderwriters 
and of Inter-Regional to consider possible ways and means of alleviating the fig: 
cancellation problem. 

The manager reported that as yet no reply has been received from the Nationa] 
Association of Insurance Agents and this matter was accordingly held over fo 
the next meeting. 

VII. Habitational Daily Reports—Stamping.—The manager reviewed a Dro- 
posal discussed at the last meeting of the executive committee that a recom. 
mendation be made providing that daily reports on habitational risks for policies 
of not over $20,000 in amount be returned directly to the issuing agency in thoge 
cases where corrections are required as is presently the recommendation respect. 
ing daily reports on dwelling property. 

The committee reaffirmed its previous approval of this suggested recom. 
mendation. 

VIII. Radioactive Contamination Eeclusion.—The committee was informed 
that information received is to the effect that the National Board of Fire Under. 
writers expects shortly to recommend a suitable nuclear exclusion clause and it 
was proposed that the executive committee authorize the manager to transmit 
that recommendation to regional bodies and fire rating bureaus nationwide when 
received from the national board. 

Upon motion duly made and seconded this standby authority was accorded 
the manager. 

At this point the chairman referred to certain revisions in reinsurance con- 
tracts of companies which are to become effective on January 1, 1958, and pro- 
posed that Inter-Regional undertake a rewording of certain forms to properly 
meet the requirements of the situation brought about by the exclusions being in- 
corporated in reinsurance contracts involving specifically an appropriate inser. 
tion in the description of the property covered as respects those types of property 
on which reinsurance will not be effective after the first of the year. 

The chairman was requested to appoint a small committee, with power, to de- 
vise the revisions necessary and with the understanding that the product of that 
committee would be duly cleared with the legal department of the national board 
before finally being recommended. 

Chairman Erhardt appointed the following committee on nuclear energy prop- 
ertv exclnsion for this purpose: Messrs. Berry. chairman, Hargrett, Pollev, Lewis. 

TX. All Purpose Mercantile Form.—A suggestion from a member company was 
presented that Tnter-Regional develop for industrywide use a so-called all pur- 
pose mercantile form. 

The committee recalled that this subject has been repeatedly before it and 
that the position has been expressed that the present is not a vropitious time to 
undertake the development of broadened contracts and, in effect, the executive 
committee reaffirmed its previons position reflecting a strong feeling that a 
so-called all-npurnose mereantile form should not be developed at this time. 

X. Dwelling Rating Treatment.—This matter was held over until the January 
meeting. 

XT. Contractors’ Automatic Builders Risk Insurance.—This matter, appearing 
on the agenda, was held over until the next meeting. 

XII. Assessments—Partial Subscribers. —A statement of princinles with te 
snect to the assessment of partial subscribers as drafted by a sunheommittee was 
presented and largely because time did not permit the previous dissemination of 
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this material to the executive committee members for study, final consideration 

as deferred until the January meeting of the committee. 3 
“a the interim it was the understanding that the staff would confer with the 
laws committee of the national board with respect to certain aspects of the 

statement of principles and would also ascertain the present practices 
of Inland Marine Insurance Bureau in this respect. 

XII. Assessments—For Companies or Groups.—Consequent upon a recommen- 
dation received from Eastern Underwriters Association, the executive committee 
was asked to approve in principle a recommendation that the reporting of premi- 
ums for assessment purposes be on an optional basis, thus permitting reports by 
individual companies or by groups, and further that if such premiums are 
reported by groups the minimum assessment be calculated on the basis of the 
currently effective minimum assessment per company, multiplied by the number 
of companies in the group. — ane , 

It was explained that this recomendation arises primarily because of certain 
varying requirements contained in the constitutions of the several regional and 
rating organizations and with a desire to facilitate the reporting of premiums 
for assessment purposes by the companies. 

The recommendation as proposed was unanimously concurred in. 

XIV. ECE—New England.—The manager reported on action taken by a com- 
mittee of the New England Fire Insurance Rating Association relative to a plea 
made by its mutual subscribers which was described at the last meeting of the 
executive committee. 

XV. Texas—Rate Level Adjustment.—The manager reported briefly on infor- 
mation received with respect to a rate level adjustment recently put into effect 
by the Texas Insurance Commission and reported to approximate a 10-percent 
premium increase on a statewide basis. 


THE HOME INSURANCE INDEMNITY Co. 
INTERCOMPANY MEMORANDUM 


Date: December 23, 1957. 

To: All Officers and Field Administrators. 
From: Vice President Hargrett. 

Re Rate level adjustments. 


Practices of fire rating bureaus vary widely when it comes to making overall 
rate level adjustments necessitated by past experience. Historically, each bu- 
reau has evolved its own principles and procedures, and the consequent lack 
of uniformity is a weakness in this important function. While regional and 
State experience and conditions must be realistically reflected in rate level ad- 
justments, the principles upon which these adjustments are made should be as 
nearly uniform nationwide as possible. 

The adverse experience of the past 2 years has forcibly brought out this need. 
Accordingly Inter-Regional Insurance Conference recently drew up and recom- 
mended to fire rating bureaus throughout the country a set of basic principles 
for rate level adjustments which should do much to correct some of the basic 
faults of our pricing system by making fire insurance rates more quickly re- 
sponsive to changing experience, and afford companies a better chance to ob- 
tain premium income sufficient to cover prospective losses and expenses and still 
leave room for a profit. 

A copy of these recommended principles is attached. All our representatives 
serving on rating bureau committees are requested to give them full support 
when brought up for adoption, and to follow through by seeing that future 
fire rate level adjustments made by bureaus are based on these sound principles. 


RATE LEVEL ADJUSTMENTS—WEIGHTED EXPERIENCE 


Attached also is a copy of a letter written on December 17, 1957, by Inter- 
Regional Insurance Conference to all fire insurance rating organizations nation- 
wide recommending adoption of a weighted-loss-ratio method designed to lay 
greater emphasis upon the fire insurance experience of the more recent years as 
contrasted to that of the earlier years of the period under review. 

Please give this recommendation your full support in the interest of early 
adoption by rating bureaus throughout the country. 
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INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., December 16, 1957, 


To Members of Inter-Regional Insurance Conference 
BASIC PRINCIPLES—RATE LEVEL ADJUSTMENTS 


GENTLEMEN : Under date of January 14, 1957, we sent you certain recommended 
basic principles designed for the guidance of fire rating organizations jp th 
review and adjustment of overall rate levels within a State. ' 

Following lengthy study a set of revised “Basic Principles—Rate Level Adjust. 
ments”, as attached, has been recommended to rating organizations nationwide 

We would particularly direct your attention to recommended Basic Principle 
No. 6 which provides that “expense figures shall be treated as a unit and shal] 
not be separated into their several components”. 

This principle is in accord with the practice followed by the Actuaria] Con- 
mittee of the National Board inasmuch as the National Board statistica] plan 
does not provide for a breakdown of the overall expense figures, basically be. 
cause statistical uniformity in such a breakdown on the part of the large number 
of companies reporting is impractical. 

In appearing before the Zone 6 Insurance Commissioners at Seattle recently 
our representatives took a forthright position opposed to any attempt to break 
down the overall expense figures, other than as to the segregation of loss adjust- 
ment expense, and in explaining this position the following statement was made: 
“* * * it is the nationwide recommendation of Inter-Regional Insurance Con. 
ference that there be no segregation or subdivision of the expense element used 
in ratemaking. 

“Tt is well known that fire insurance rates are made State by State, and ow 
member companies have a genuine concern over the probability of widely diver. 
gent expense formulas applied State by State, to the detriment of their nation. 
wide operations.” 

In the light of the position which has been taken by the Actuarial Committee of 
the National Board of Fire Underwriters as well as by Inter-Regional Insurance 
Conference through the medium of the attached recommended “Basic Prinei- 
ples—Rate Level Adjustments”, the executive committee recommends that mem- 
ber companies decline in the future to furnish a breakdown of expense figures to 
rating organizations or to others and it is hoped that you will inform your de 
partmental offices as well as your accounting and statistical departments rela. 
tive to this matter so that contrary action will not be inadvertently taken. 

Your executive committee will appreciate your cooperation in this matter 
which is deemed to be of material importance. 

Yours very truly, 
R. M. Beck wITH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE 
BASIC PRINCIPLES—RATE LEVEL ADJUSTMENTS 


1. The principle of a 6 percent underwriting profit factor as set forth in the 
1921 Profit Formula of the National Board of Fire Underwriters as modified 
in the 1949 subcommittee report of the NAIC shall be maintained. No overall 
rate level adjustment shall be made if the indicated profit is within a tolerance 
zone of 2 percentage points above or below such 6 percent factor. 

2. Review of overall rate level shall be annual; however, it is not the intent 
to require annual adjustment of rate levels. 

3. Underwriting profit as referred to above shall be determined with use of 
direct earned premiums and incurred loss and incurred expense figures without 
regard to reinsurance. 

4. All available and relevant premium and loss statistics, including loss ad- 
justment expenses, of member and subscribing stock companies, adjusted to re- 
flect current tariff rate levels, shall be used. Loss adjustment expenses shall 
be included with loss statistics. The premium and loss statistics of other com- 
panies may be included in the determination of actual and adjusted loss ratios 
to the extent that the use of such loss experience is necessary and pertinent. 

5. In the case of fire rate levels the loss experience of not less than the most 
recent 5-year period shall be used, while in the case of windstorm or extended 
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coverages which involve the windstorm peril the loss experience of not less 
than the most recent 10-year period shall be used. , 

g, As to expenses other than loss adjustment expenses, only the experience of 
member and subscribing stock companies reflecting comparable methods of 
operation and acquisition costs during the most recent available year shall be 

Such expense figures shall be treated as a unit and shall not be separated 
into their several components. ‘ = 

7, Due consideration shall be given to loss experience, expenses and all other 
relevant factors within and outside the State, including the important element 
of informed judgment and the reflection of all developments and trends which 
may affect prospective loss experience and expenses. 


INTER-REGIONAL INSURANCE CONFERENCE 
New York, N.Y., December 17, 1957. 


RATE LEVEL ADJUSTMENTS 


Dear Sir: At the meeting of rating managers held on March 1, 1957, in New 
York City and on subsequent occasions we have informed you that our Com- 
mittee on Rate Level Adjustments was studying ways and means of achieving, 
in fire rate level adjustments, a practical recognition of prospective loss experi- 
ence in the fire insurance business. 

These studies by our committee have been supplemented and materially as- 
sisted by conferences with rating managers as well as by a special committee 
of company actuaries formed for the purpose of studying this problem. 

This work, covering several months, has culminated in the development of a 
so-called weighted loss ratio method designed to enhance the effect of the fire 
insurance experience of the more recent years of the period under review as 
related to that of the more remote years of that period. In effect this method 
is designed to provide a more accurate reflection of fire insurance experience as 
of the date of the rate level review. 

The results of tests in several States in various parts of the country show 
conclusively that the method and percentage weightings recommended will result 
ina more appropriate rate level than that produced either by methods used in 
the past by rating organizations or by any other suggested method. Even so, 
the important element of informed judgment must be employed to fully appraise 
current and prospective developments in the fire insurance business. 

The procedure contemplates the weighting of overall statewide direct earned 
fire premiums, after adjustment to current rate levels, for a period of 6 years 
(including the immediate past year, the overall experience of which will be made 
available by the National Board each spring), as well as the weighting of in- 
curred losses for the same period. The following relative weightings are rec- 
ommended as appropriate and reasonable in the judgment of our committees and 
of those with whom we have conferred : 


Percent Percent 
SS SY scr cs ccs iceeeneianes 30 | Next preceding year_.__.__._______-_ 10 
DEI WORT oo 25 | Next preceding year_______-______ 10 
Next preceding year_....._._______ 15 | Next preceding year______________ 10 


While the immediate past year’s experience will not be available on a classified 
basis earlier than in the past, it is hoped that the 5-year classified experience 
coupled with the overall 6-year experience will enable rating organizations to 
review and make rate adjustments, where warranted, much earlier than has 
been the case in the past. 

Our executive committee also recommends that, once established ; the weighted 
loss ratio method described be applied in all rate level reviews in future years 
either to assist in meeting conditions where loss ratios are increasing or in 
correcting possible redundant tendencies in rate levels which might otherwise 
develop during profitable periods. 

You, of course, are aware that a method of rating based on a weighted average 
of premiums and losses is not new to the insurance business. It has been em- 
ployed for many years by the National Bureau of Casualty Underwriters and the 
National Automobile Underwriters Association. 

The procedure recommended herein is designed to apply only to fire insurance 
rate level adjustments. The rating of extended coverage is still under review. 
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Conscious of the pressing importance of this subject, our executive com 
recommends that you give early consideration to this “formula” and parti 


Mitte 


A cu 
requests that you inform us as to the outcome of your consideration these 


Yours very truly, 


Roya M. BEcKwITH, Manager 


DECEMBE 57 
Mr. JoHN F. NEVILLE, 23, 1957. 


Secretary, American Insurance Association, 
116 John Street, New York, N.Y. 


DEAR Mr. NEVILLE: In response to your request for word as to development 
that have occurred to meet the unsatisfactory situation in the field of fire q ; 
allied lines insurance I am pleased to advise as follows. _ 

In the first place, a close working arrangement has been effected with th 
National Board who are affording us every possible facility from the standpoint 
of making available statistical data to us. 

At our request the National Board has agreed to provide us with the Overall! 
statewide experience early in April of each year which will enable the rati 
organizations to reflect current experience at a much earlier date than has here. 
tofore been possible. 

In taking full advantage of the availability of this overall statewide experienc 
our committees, working in collaboration with a committee of company actuaries, 
have developed a so-called “weighted loss ratio” method as a means of recog 


nizing prospective loss experience in the fire insurance business with respect to 


fire rate levels. 

This method provides a recommended scale of weights running from 30 per- 
cent to 10 percent applied to the individual years for a period involving the most 
recent 6-year experience and contemplates that the National Board overall state. 
wide results which will be made available during the month of April in each 
year will be incorporated in future rate reviews involving this weighted logs 
ratio method. 

Essentially the method is designed to emphasize the effect of the fire insurance 
experience of the more recent years of the period under review as compared with 
the effect of the more remote years of that period. 

In addition to this method of recognizing prospective trends much work has 
been done by our committees in perfecting the basic principles applicable to rate 
level adjustments and in November 1957 a revised statement of basic principles 
was recommended nationwide. 

I attach a copy of the basic principles referred to as well as a copy of our 
letter of December 17 addressed to rating bureaus which describes in adequate 
detail the weighted loss ratio method of recognizing prospective experience. 

During the past several months rate level adjustments have been accomplished 
in certain important states namely; Florida, Texas, California and New York. 

In addition a number of rating organizations are working on rate level adjust- 
ments based upon our latest recommended basic principles and the weighted loss 
ratio method of recognizing changing conditions. 

Furthermore in a number of areas rate level reductions which might have 
otherwise been indicated by the previously employed methods have been avoided. 

Our next contemplated step in this overall program involves the development 
of a step-by-step manual to assist rating organizations in consistent and uniform 


| 


' 
' 


i 


| 


application of these basic principles and weighted loss ratio method. We also | 


plan a meeting of all rating managers nationwide for early next spring at which 
it is planned to give this whole program a thorough going over. 

It is our considered opinion that the fire rating organization machinery nation- 
wide is now moving into a position where an orderly and proper adjustment of 
rate levels can be made throughout the counrty on a consistent and equitable 
basis and it is our further opinion that this method of operations will serve dur- 
ing periods of decreasing loss ratios with the same beneficial results that are 
expected during the current relatively unsatisfactory period. 


In other words it is planned that in the future, peak periods of unsatisfactory 


underwriting results can be as promptly dealt with as can periods during which 
incipient redundancies in rate levels are to be expected. 
If in your judgment I should add to this statement for the benefit of your 
members please let me know and I will be happy to do so. 
Sincerely yours, 


R. M. BeckwitH, Manager. 





ADVISOR 
Present 
] 

Du 








or. 


ents 
and 


- the 
int 


erall 
iting 
here. 


lence 
Ties, 
eCOg- 
ct to 


per- 
most 
tate- 
each 
logs 


‘ance 
with 


¢ has 
rate 
‘ples 


f our 
juate 


ished 
Y ork. 
just- 
1 loss 


have 
ided. 
ment 
form 
also 
vhich 


tion- 
nt of 
table 
 dur- 
t are 


ctory 
vhich 


your 


jer. 


THE INSURANCE INDUSTRY 2919 


INTER-REGIONAL INSURANCE CONFERENCE 


,pvVISOBY COMMITTEE, MINUTES OF MEETING OF MARCH 3-4, 1958, NEW YORK, N.Y. 


nt: . : ' ” . ; 
Board of Fire Underwriters of the Pacific: Messrs. Miller, Colridge, 
Dunning. : i 
Eastern Underwriters Association: Messrs. Behlmer, Doremus, Cantrell. 
South-Eastern Underwriters Association: Messrs. Ledbetter, Woodall, 
Pye. F i tie 
Texas Insurance Advisory Association: Mr. N. W. Parker. 
Western Actuarial Bureau: Messrs. Winter, K. H. Parker, Snediker. 
Inter-Regional Insurance Conference: Messrs. Beckwith, Ploucquet, 
McKernan, Sorensen. 


Guests: Messrs. Gilbert, Pacific Fire Rating Bureau; Purcell, National Lum- 
per Manufacturers Association (agenda item III only). 

Vice Chairman Winter presided. 

J. Election of Chairman and Vice Chairman.—Mr. Ledbetter as retiring chair- 
man convened the meeting and called for nominations for the offices of chairman 
and vice chairman, each for a term of 1 year, whereupon the following were 
nominated and unanimously elected: Mr. Stocklmier of California, Chairman; 
Mr, Winter of Chicago, Vice Chairman. 

[I. Minimum Premiums.—Reflecting suggestions for an industrywide study 
of the apparent inadequacy of prevailing minimum premiums, the committee en- 
gaged in a general discussion of the varying applications of minimum premiums 
in effect in the several rating jurisdictions. It was brought out that some areas 
have a minimum per policy plus an additional charge fer each peril endorse- 
ment, while other areas have a per policy minimum premium; also, that some 
areas have a minimum retained premium, with each minimum usually appli- 
cable regardles of term. 

It was the feeling of the committee that a nationwide accounting study of the 
eost of issuing policies and peril endorsements would probably materially as- 
sist the rating organizations in their efforts to secure regulatory approval of in- 
ceased minimum premiums, which review should include the question of an 
appropriate minimum per installment for deferred premium business. It was 
also the consensus that any such accounting acturial study should be industry- 
wide and should reflect the other major classes including automobile installment 
business. 

It is anticipated that the several regions may wish to furnish specific sug- 
gestions to be incorporated in the contemplated cost study. 

Ill. National Lumber Manufacturers Association—Timber Versus Steel.—The 
committee studied a rebuttal statement received from the NLMA in response to the 
composite material previously developed by the committee after its January 1957 
meeting and transmitted to the NLMA with the approval of the executive com- 
mittee. The committee was requested to develop its recommendations concern- 
ing the NLMA statement for the assistance of the executive committee in a 
further meeting with the lumber people. 

Mr. Purcell of the NLMA appeared at his own request before the committee 
and reviewed the position of the lumber representatives as outlined in the re- 
buttal statement, emphasizing particularly their contention that comparative 
fire rate differentials between heavy timber construction (as defined in the 
National Board Building Code, revised), and unprotected steel construction 
should decrease as the combustibility of contents increases. 

After Mr. Purcell retired, the committee in the course of lengthy discussion 
concurred in the belief that the composite statement previously furnished the 
executive committee continues to generally outline its position; however, sev- 
eral felt that there is some merit to the NLMA contention that percentage fire rate 
differentials in favor of unprotected steel should decrease as the combustibility 
of contents increases to a maximum. It was pointed out that in several terri- 
tories schedule revisions have been accomplished or are under way reflecting this 
viewpoint. 

It was the consensus of the committee that the previously furnished composite 
report, plus the attached statement prepared by the SEUA and read at the meet- 
ing, together with additional supporting material to be furnished by the WAB, 
would constitute an appropriate general statement reflecting the best combined 
judgment of the group. Reference was also made to the “Evaluation of Relative 
Fire loss Expectancy—Principal Types of Building Construction,” recommended 
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November 18, 1957, for the guidance of rating bureaus nationwide, 
able comparative judgment statement related to this problem. 


IV. Binder Rules—Free Insurance.—With respect to a WUA pro 
the insurance department supported 30-day binder rules (requiring buregy 


Posal thy 


audit with maximum 15-day flat cancellation) presently in effect in 
and Wisconsin be adopted nationwide as a means of curtailing the free 
abuse, it was brought out that the WAB has recently favorably ¢ 
extending these rules into the other Middle Western States, and suggests suet 
controls nationwide. The WAB stated it was not contemplating the USE of 
numbered binders in any such rules. 

While the problem was recognized in all areas, it was pointed out that adoption 
of such a binder rule would be only partially effective in those States Where 
auditing is not required and supported by the insurance department. 

The committee, after lengthy discussion, concluded that while bureay audit. 
ing of binders would effect a partial control of this aspect of the free insurance 
problem, it would be a cumbersome and expensive process to administer, and 
perhaps would be a reversal of the apparent trend toward liberalization of 
auditing procedures with consequent reduction in expense, particularly ip the 
dwelling field. 

V. Coinsurance Clause (Interest Policy).—The committee reviewed a WUA 
study prepared by counsel pointing out the conflict between the actual cash value 
provisions of the coinsurance clauses and the interest fire policy. It was pointe 
out that any change in the application of the coinsurance clauses designed ty 
correct this conflict would have serious effects upon fire rating methods and 
coinsurance credits in reflection of total insurance relationships to value of the 
entire physical property. 

In the course of further discussion of this study it was brought out that jp 
1954 this committee gave consideration to a suggestion of a special subcommittes 
on adjustments of the national board that coinsurance clauses be revised to 
clearly indicate their application to the entire value of the property described 
regardless of the extent of the interest insured, and at that time the committe 
felt that any such clause revision could create an undesirable public reaction 
as related to the principle of coinsurance and would only add to a confused 
situation rather than provide a remedy, particularly in the great majority of 
cases of single property ownership. 

With respect to the WUA analysis concerning the effect of the existing actual 
eash value coinsurance clauses under the interest fire policy, the committee was 
informed that this was for information only, and that no change in the clause 
was being advocated by the Middle Western representatives. 

The committee reaffirmed its viewpoint expressed in 1954 that change in the 
coinsurance clauses in use to reflect the interest aspect was not felt appro 
priate. 

VI. FIA Risks Not Requiring Specialized Services of FIA.—The committee 
discussed the subject of treating risks such as schools, colleges, churches, hons- 
ing projects, office buildings, theaters and hotels, mainly unsprinklered, which 
do not require FIA engineering service but which in certain cases have applied 
for FIA special treatment. It was brought out that many such risks have been 
written by the factory mutuals in recent years, and that stock companies should 
retain a competitive position on these light occupancy classes, especially when 
of fire-resistive construction. 

The Middle Western representatives stated, however, they were not in favor 
of special schedules for these risks, including housing projects, because of the 
difficulty accorded of maintaining consistency with related classes rated under 
general schedules. It was also pointed out that to avoid discrimination the 
results of such special schedule treatment should be available whether written 
via the FIA or on a direct basis. 

Further discussion made it clear that the ECE rate charged appears to be 
the key to the problem, and it was the general feeling that the main remedy 
lies in the reduction of ECE rates to the absolute minimums warranted for these 
classes of construction and occupancy. 

VII. Dwelling Contents—Removal Permits.—The committee gave considera- 
tion to concern expressed about the difficulty of locating the insured to effect 
eancellation of the renewal policy for nonpayment of premium, or cancellation 
of the original policy after removal for any reason, under the nationwide recom- 
mended contents extension incorporated in the several dwelling forms, which 
continues coverage without endorsement after removal within the State. 
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It was the general feeling of the committee that the recommended extension 
should be continued because of its apparent success in materially reducing 
expenses in connection with the streamlined handling of dwelling business, and 
pecause there does not appear to be any general dissatisfaction with this broad- 
ening provision. . pas : ; 

VIII. Flame Spread Rating—Building Materials.—The committee undertook 
a general review of prevailing fire rating practices in recognition of materials 
such as plastics, lumber or plywood that have been chemically treated to reduce 
the spread of flame. : Ly Tee 

It was brought out that in a few territories limited rating recognition has been 
given, in connection with open finish only, to certified material where identifiable. 

It was the feeling of the committee that while these approved chemically 
treated materials are probably superior to nontreated materials, it was pointed 
out that in practice in the field it is most difficult to identify or control such con- 
struction, especially as to alterations after original building. It was also the 
consensus that the use of such treated building materials should never nullify a 
statutory requirement for automatic sprinklers with combustible construction, as 
is the case with houses for the aged, asylums, etc., in many fields. 

IX. Bureau Manuals of Uniform Forms.—Discussing a suggestion that all 
pureaus distribute and maintain books of standard forms, especially those for 
use with the one-write fire policy which are only referred to by number and 
edition date on daily reports, the WAB representative stated that in view of 
the large number of forms used in each State any change in their present pro- 
cedure would result in substantially increased costs and difficulty in handling. 
The Middle West now sends one copy of each new or revised uniform form to 
each company and contemplates that additional copies will be ordered as needed. 

The SEUA and a few individual jurisdictions now maintain form books, usually 
confined to forms intended for attachment to the one-write fire policy. Distribu- 
tion is usually limited to company underwriting and loss departments, and these 
are acknowledged as expensive projects. 

It was recognized that information copies of all new or revised forms are 
helpful to company underwriters and loss men; however, maintained form books 
as suggested were felt to be cumbersome to handle administratively and expen- 
sive for the industry to maintain as a regular service, particularly if given wide 
distribution. 

After general discussion it was the majority feeling that the most practicable 
and inexpensive procedure is to send one sample of each new or revised form in 
each State to each company, adjustment bureau and other related company 
organizations by first-class mail, preferably addressed to a designated individual 
with explanation that additional supplies should be ordered as needed for the 
information of others in that office. It was pointed out that under this general 
type of procedure in the Middle West several company underwriting offices main- 
tain their own books of forms by State, including both current and superseded 
forms still in use on outstanding policies. 

X. Dwelling Rating—Wood Shingle Roofs.—The committee undertook a gen- 
eral review of the present status of unapproved roof rate differentials now in the 
dwelling schedules as employed in the several rating jurisdictions. It was 
brought out that the WAB Executive Committee has recently recommended that 
these rate differentials be eliminated in any State where the available experience 
data would not justify their continuance, and it is anticipated that such differ- 
entials will ultimately be eliminated in the Middle West; similar action is con- 
templated by the Pacific Fire Rating Bureau. 

It was the consensus of the committee that in view of the present general 
feeling of the business in this regard, these rate differentials in the dwelling 
schedules would probably be eliminated in due course in many fields because of 
the apparent difficulty of developing concrete statistical support for them. 

XI. Extended Coverage Endorsement—Provisions Applicable Only to Wind- 
storm and Hail (All-Industry Water Exclusion) —In view of the executive com- 
mittee desire to give further study to an “all-industry” water exclusion, this item 
was removed from the agenda. 

XII. Vandalism and Malicious Mischief Rates—Places of Public Assembly 
(Motion Picture Theaters)—The committee reviewed a suggestion for recom- 
mended increased V.&M.M. rates for motion picture theaters due to instances of 
adverse experience reported. It was recognized that with no detailed loss expe- 
rience available it is not possible to develop a supportable uniform classified 
treatment for recommendation nationwide. 
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XIII. Molten Material Clauses (Property Damage and B.I.)—The COMMittee 
reviewed at length certain proposals previously advanced by the Committee on 
insurance Problems of the American Iron & Steel Institute, and concurred in, 
in principle, by representatives of the executive committee, as follows: 

(a) Reduction or elimination of the 10 percent fire rate surcharges pre 
vailing for the present clauses with general business ; 

(b) An extension clause providing a separate stated amount to coyer the 
costs of removal of accidentally discharged molten material. 

The following clauses and rating treatments were developed : 


“MOLTEN MATERIAL CLAUSE (PROPERTY DAMAGE) 


“In consideration of the additional premium charged, and subject to the provi- 
sions and stipulations of the policy to which this clause is attached, direct logs 
by an accidental discharge of molten material from equipment, or by heat from 
such discharged material, shall be considered a loss by fire, except that this 
company shall not be liable for: 

“(1) Loss of or damage to such discharged material ; 
“(2) The cost of repairing any fault which caused such accidental] dis- 
charge; or 
“(3) The cost of removing or recovering such discharged material, not- 
withstanding the debris removal clause, if any, forming a part of this 
policy.” 
“MOLTEN MATERIAL CLAUSE (BUSINESS INTERRUPTION) 


“In consideration of the additional premium charged, and subject to the proyi- 
sions and stipulations of the policy to which this clause is attached, this poliey 
also covers against loss resulting directly from necessary interruption of busi. 
ness caused by an accidental discharge of molten material from equipment, or 
by heat from such discharged material, and such loss shall be considered a loss 
by fire, but this company shall not be liable for loss for any additional period 
of time during which operations could not be resumed because of : 

“(1) The presence of such discharged material; or 
“(2) The necessity of repairing any fauit which caused such accidental 
discharge.” 

As to each of the above clauses, the committee in the majority felt that a sur- 
charge of 5 percent of the coinsurance fire rate for the covered property was 
reasonable and appropriate for general business, recognizing that conforming 
coverage is available via the FIA gratis. The FUA, however, favored continuing 
the present 10 percent charges. 

As to an extension to cover the cost of removal of molten material as ex- 
cluded in the foregoing property damage clause, the committee viewed such an 
extension with alarm, and felt that such coverage should not be granted. How- 
ever, in keeping with the request of the executive committee, the following 
property damage extension clause (at a suggested judgment flat rate of perhaps 
$5) was developed. It was also suggested that any possible conflict with the 
standard debris removal clause be discussed with the Loss Executives Associa- 
tion : 


“MOLTEN MATERIAL-REMOVAL COST ENDORSEMENT (FOR USE ONLY WITH MOLTEN 
MATERIAL CLAUSE-PROPERTY DAMAGE) 


“In consideration of $__.__--_____ additional premium, the coverage under the 
molten material clause attached to this policy is extended to cover the cost of 
removing molten material which shall have been accidentally discharged from 
equipment, but this company’s liability under this endorsement shall not exceed 
EE cee. in addition to its liability under this policy and the molten mate- 
rial clause attached thereto. 

“The conditions of the coinsurance clause, if any, made a part of this policy 
shall not apply to this endorsement. 

“In all other respects the provisions and stipulations of this policy remain 
unchanged.” 

ADDED AGENDA ITEMS 


A. ECE—$50. Wind and Hail Deductible “Buy-Back” at a Flat Premium 
Charge.—The committee considered the present “buy-back” provisions for waiv- 
ing the deductible at a flat charge, as now in use in several Southern States, as 
well as the recent introduction of this approach into the Middlewest. 
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While it was understood that a mandatory deductible as to windstorm and hail 
in the ECE is the ultimate objective in the Middlewest as elsewhere, it was the 
majority view that with an optional deductible, a “buy-back” at a realistic flat 

jum charge is preferable to a rate differential as an incentive toward the 
increased use of the deductible, particularly in the dwelling class. The WAB 
representatives indicated that this has indeed been the recent experience in a 
Middlewestern State as compared with the experience with the previous inade- 
nate sale of deductible cover at a rate charge. 

It was brought out that where there are contributing policies on a risk a 
problem might arise since in most cases only one policy need have the deductible 
“pny-back” attached ; however, it was also pointed out the Louisiana rules permit 

ro rating both the deductible, and the “buy-back” and its charge, between con- 
tributing policies. 

B. Builders Risk Completed Value Form—Coverage “While on the Premises 
Described or Within 100 Feet Thereof”.—The committee reviewed a complaint 
received concerning a growing tendency on the part of producers to construe the 
term “premises” as used in this form in its broadest sense. It was brought out 
that in some Government reservations or camps, temporary structures used to 
store material, equipment and supplies might be on the “premises” but as much 
asone mile from the building site. 

It was the general view that this problem involves a matter of underwriting 
judgment for each individual company, and since about the same scope of 
“premises” coverage is in almost all standard forms no change should be made. 

0. Treatment of Architects’ Fees in Building Coverage—A member company 
has expressed concern about lack of uniformity in the treatment of architects’ 
fees in the several rating jurisdictions, and has suggested that consideration be 
given to including architects’ fees with building coverage nationwide. 

It was brought out that in the Middlewest architects’ fees are specifically ex- 
duded in the uniform forms in use when coinsurance is involved, and on the 
Pacifie Coast these fees are also generally excluded. However, both in the 
Middlewest and on the Pacific Coast it is the practice to permit the inclusion of 
such fees at the option of the insured. 

In the East and South neither the standard forms nor the rules refer to 
architects’ fees, and such fees are considered to be included in the building item 
where necessary in connection with building repair or rebuilding, but may be 
specifically excluded at the option of the insured. 

It was the general feeling that there was not any general misunderstanding in 
the field of the coverage optionally available or excludable on architects’ fees 
under the varying practices prevailing. On the other hand, it was recognized by 
some that a new rule explanatory of the options available to the insured might 
be helpful according to the form references effective in the different jurisdictions. 


Seva MEMORANDUM—ATTACHMENT Marcu 8, 1958 


NATIONAL LUMBER MANUFACTURERS ASSOCIATION 


The “Summation of Three General Principles Regarding Fire Insurance Rate 
Differentials’ presented by National Lumber Manufacturers Association 
(NLMA) on December 7, 1956, has been previously answered in detail by Inter- 
Regional’s memorandum of June 19, 1957. 

NLMA, in support of their position that buildings of masonry walls with wood 
floors and roofs should have a fire insurance rate equal or better than buildings 
with masonry walls and noncombustible floors and roofs, present many state- 
ments which pertain to only portions of Inter-Regional’s answer. Most of these 
statements, taken alone are not incorrect but many are remotely related to the 
subject of fire loss expectancy and fire insurance rates. 

In the approach of NLMA to the subject, it would seem their contentions are 
based on the following questionable assumptions : 

1. That the time required under maximum fire temperatures for the failure 
of interior structural members of a building is directly proportional to fire loss 
expectancy, irrespective of whether such structural members or other compo- 
nents of a building are combustible. 

2. That the combustibility of building construction should be ignored in evalu- 
ating fire loss expectancy where the contents are combustible on the assumption 
that, with few exceptions, fires begin in the contents of a building. 


47932—60—pt. 523 
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3. That the comparative rate differentials between buildings of heayy timber 
construction and buildings having masonry walls with naked steel interior su 
ports is entirely one of judgment (since there is no separate actuarial experience 
for these two types of construction) and should favor heavy timber construction 

We believe that most of NLMA’s original contentions were rather fully 
answered in Inter-Regional’s June 1957 composite statement pointing out the 
many factors which should be considered in their assumptions. 

With respect to the additional statements in NLMA’s recent undated Memo. 
randum, restating their contentions and replying to parts of Inter-Regionay’s 
answer, we offer the following comments. : 

A. Heavy Timber Construction (Principle No. 1)— 

1. There are no separate fire loss experience figures for heavy timber con- 
struction. Because of the relatively small number of buildings conforming to 
heavy timber standards, there could be a wide fluctuation in rate levels if heavy 
timber construction were in a separate statistical class. For example, one large 
fire loss could result in excessive rate levels, because of the limited number of 
such builidngs. 

2. Actually most masonry wall, wood roof buildings with supporting members 
larger than conventional joists do not conform to the standards of heavy timber 
construction. 

3. Heavy timber construction more closely approaches ordinary construction 
than any other building type. The difference in rate level between heavy tim. 
ber construction and ordinary construction is one of judgment. In arriving at 
this judgment it is necessary that the difference in loss expectancy betyweep 
wood supports of 2 inches by 8 inches (ordinary construction) and wood sup- 
ports of 4 inches by 6 inches (heavy timber construction) be considered. 

4. For statistical experience, noncombustible buildings with steel supporting 
members are grouped with fire-resistive construction; however, the difference 
in rate levels of buildings constructed of noncombustible materials having vari- 
ous degrees of fire resistance is under continuous study. In this study, rating 
bureaus utilize the views and experience of individual insurance underwriters, 
together with factual reports of fires. 

5. In reference to the NBFU building code, the function of this code is to 
suggest limitations in the public interest rather than an attempt to measure 
fire loss expectancy for individual buildings. 

6. We are inclined to believe the paragraph taken out of context from an 
address by Fire Chief Thomas has reference to large areas and lack of ventila- 
tion to an equal or greater extent than a reference to steel construction. 

7. We agree that in many instances the contents of a building is a greater 
factor in loss expectancy than the building construction type but we do not 
agree that fires originating in combustible construction are negligible and should 
be ignored. 

B. Combustible Construction—One Hour Ceilings (Principle No. 2)— 

We believe the answer to Inter-Regional (June 19, 1957) enumerating in 
detail the many features involved, fully covers principle No. 2. This answer 
points out many factors, other than the illustrations cited by NLMA. 

C. Combustible versus Noncombustible Construction (Principle No. 8)— 

Reference is made to asphalt coated metal roof decks. We do not believe the 
insurance industry in general considers such a roof deck as noncombustible. 

B. Concluding Statements— 

With respect to the concluding general statements of NLMA, we do not believe 
the rating bureaus are intent on maintaining the status quo. This is evidenced 
by recent adjustment of rate levels for different types of buildings and rate 
differentials between buildings of different construction types (see also item A4 
above). We do, however, feel that before making drastic changes all facets of 
a subject should be considered. 


[From the Eastern Underwriter, Mar. 7, 1958] 
NATIONAL BoARD APPROVES PLAN To ENTER FIRE, ALLIED RATING FIELD 
Special Meeting in New York Also Backs Proposal To Acquire Inter-Regional 


Conference—To Revise NBFU Charter—Inter-Regional Already Has Made 
Substantial Progress on Rating Methods; Early NBFU History 


Members of the National Board of Fire Underwriters at the special meeting 
March 4 at 85 Joba Street, New York, voted to enlarge the scope of the board's 
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ices and activities by also functioning as a rating organization on fire and 
- lines with potential power for all jurisdictions nationwide; and in con- 
aie with the foregoing take steps to acquire the staff and assets of Inter- 
eal Insurance Conference. : . 
It was stated that before these aims can be effectuated, it will be necessary 


to amend the national board’s constitution, This will be considered at a later 


meeting. AN HISTORIC MOVE 

This historic step by the national board will be watched with the closest in- 

rest by the entire industry. It has been the policy of the board not to engage 
z ting since early attempts at this, at the outset of the board’s career, over 90 
ago, had not been long successful. However, under changed conditions and 
vith full support from member companies this new venture has excellent pros- 

ts of success. ; ; a sa 

Acquisition of Inter-Regional is a natural step. That organization has been 
hailed as a new, Constructive force in insurance and Executive V ice President C. 
M. Close, Great American, cited lnter-Regional’s moves to. establish and gain 
adherence to fundamental principles and reasonable coordination of practices 
among rating jurisdictions. Inter-Regional has backed use of the trend factor 
in rate adjustments. The organization works closely with and through regional 
advisory organizations. oe ; 

With the tremendous facilities of the national board for gathering and analyz- 
ing loss statistics and other data vital to correct rating and with Inter-Regional 
furnishing rating organizations nationwide with statistical and detailed infor- 
mation, the whole rating picture should be vastly improved. In his annual 
report in 1957 Chairman H. M. Mountain of Inter-Regional, who is also executive 
vice president of Aetna Insurance Co., said: 


RATE LEVEL ADJUSTMENTS 


“Committee on Rate Level Adjustments is at this moment engaged in review- 
ing, and in earefully revising, a set of basic principles for the adjustment of rate 
levels previously recommended to rating organizations nationwide. It is also 
engaged—with the help of an actuarial subcommittee—in devising concrete means 
for properly recognizing the current and prospective trend in experieuce. In 
all of this work our Committee on Rate Level Adjustments has the benefit of help- 
ful consultation with regional organizations and rating managers and while 
the problem nationwide presents difficult and complex features, it may be stated 
that it is well on the way toward an adequate solution.” 

Other committees which then reported include those on time element coverage, 
deferred premium payment plans, public utility, extended coverage, flood risks, 
term rules, reinsurance, sprinkler leakage. These indicate the wide variety of 
subjects studied by Inter-Regional. 


EARLIER EFFORTS AT RATING 


Early in its career the national board twice unsuccessfully tried to put into 
effect rating and also commission control. In April 1866, several leading in- 
surance men in the New York Board of Fire Underwriters headed by Daniel A. 
Heald of the Home Insurance Co. called a meeting of companies to try to combat 
post-Civil-War incendiarism, rate-cutting and hostile legislation. The national 
board was organized on July 18 of that year. 

Fire losses had increased about 50 percent from 1864 to 1865 and in 1866 the 
loss ratio was again soaring. The NBFU was established with the following 
four main objectives : “To establish and maintain, as far as practicable, a system 
of uniform rates of premium; to maintain a uniform rate of compensation to 
agents and brokers; to repress incendiarism and arson by combining in suitable 
measures for the apprehension, conviction, and punishment of criminals engaged 
in this nefarious business; and to devise and give effects to measures for the 
protection of our common interests and the promotion of our general prosperity.” 
Commission control was soon dropped, then brought up again without success. 

By 1869 rate tariffs had been prepared for 1,824 places and the country was 
divided into six departments. For the first 3 years progress was steadily up- 
ward, according to “The History of the National Board of Fire Underwriters” 
by Harry Chase Brearley written in 1916. Rates were raised and standardized 
and profits were made. Then came a reaction and many companies were found 
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to be evading provisions of the compact. E. W. Crowell, committee chairman 
as though writing in 1958, but actually in 1869, said: 

“The outside public being made aware that our hold on local boards ig not 
strong as formerly, have redoubled their efforts for cheaper insurance o 
many companies are giving discretionary power to their agents to meet this 
demand. If this demoralization goes much farther it is only a question of time 
when, in all of the principal places at least, the matter of rates will be a thing 
of the past.” 

By February 1870, the rating experiment was failing. 

Rating work did continue in the next decade, with many board vergys non- 
board conflicts and board companies began to break away. A committee report 
in 1876 stated : 

WITHDRAWING COMPANIES 


“The withdrawal of companies from our organization with the argument that 
they shall stay in the board when it suits them, and go out where they pj) 
observing national board rules and principles where it is for their interest in 
other words taking advantage of board experience and labor without lending 
it any sympathy or support, precuniarily or otherwise, and who believe ip the 
board simply because it ties other companies up to rates, and allows them to 
shade them just enough to steal the business, is, at best, a narrow, selfish ang 
extremely unwise policy.” 

By the end of its first decade in existence the national board had achieveg 
marked success in fire prevention, in getting laws for safe erection of buildings, 
in obtaining proper water supplies, in organizing fire departments and introduc. 
ing fire patrols, in curbing arson, etc. 

Despite these successes, rating could not be included and rate control was 
abandoned in 1877. A year later a futile attempt was made to restore such 
control. When the vote in 1877 was taken, Mr. Heald discussed the problem 
of why obligatory rates could not apparently be continued in the face of company 
withdrawals, economic difficulties for the country and for insurance companies 
due to the Chicago and Boston conflagrations of 1871 and 1872 respectively. 

Mr. Heald stated that “we found the opposition to the rates established by 
this board increased tenfold until the nonboard elements can take the entire 
business of the country, with the exception of 30 or 40 towns. We canot blind 
ourselves to the fact that we now have to contend with a competition which 
is nearly, if not quite, as strong for limited purposes as ourselves.” He said he 
“could not vote for obligatory rates 1 day longer.” 

According to “Pioneers in Progress” a book published in 1941 by the national 
board, on June 21, 1900, there was another unsuccessful attempt to reassert 
control over rates and commissions, 


MEMORANDUM APRIL 8, 1958 


The Rate Level Adjustment Committee recommends: 

1. That each member of the executive committee furnish copies of the “Rate 
Level Adjustment Procedure” recommended by Inter-Regional to officers of their 
respective companies who represent them on regional or rating bureau governing 
committees. 

Further, that executive committee members request that these officers familiar- 
ize themselves with the recommended procedure so that when the subject of 
test applications or adoption of this procedure is presented to such governing 
committees that they will be in a position to assist in the adoption of such 
procedures. 

2. That rating organizations nationwide be asked to develop a test application 
of the recommended basic principles and rate level adjustment procedure at such 
time as the forthcoming 1957 experience figures are made available and forward 
the results of such test application to management of Inter-Regional. The 1957 
national board premium and loss figures will be available in approximately 2 
weeks. They will be complete for all companies who are subscribers to the 
Actuarial Bureau of the national board and will be furnished to Inter-Regional 
on an earned premium basis calculated on a formula basis by State. 

It was unanimously agreed that the request for a test application of the rate 
level adjustment procedure on the part of rating bureaus clearly indicates that 
it is the desire of Inter-Regional to have the results of such a test furnished it 
respective of whether it is possible or practical to adopt the recommended pro 


' 





bea: 








ind 
his 
ime 


\0n- 
ort 


hat 


» in 
ling 
the 
1 to 
and 


ved 
ngs, | 
due. 
was | 
uch 
lem 
any 
nies 


1 by 
itire 
lind 
hich | 
d he 


onal 
sert 


Rate 
their 
ning 


‘liar- 
t of 
ning 
such 


ation 
such 
ward 
1957 
ely 2 
» the 
ional 


rate 
that 
pd ir- i 
| pro- 


THE INSURANCE INDUSTRY 2927 


cedure in any State at the present time. The results of such an application are 
ry to enable Inter-Regional to ascertain the exact status in all States. 

3, That the manager prepare a letter for transmittal to the various rating 
pureaus requesting that they prepare figures on the basis recommended for the 
years prior to 1957, together with a statement that the 1957 national board figures 
will be furnished by Inter-Regional in approximately 2 weeks. 

4, Virginia—Because of the probable early adoption of an installment premium 
payment plan in Virginia, the committee unanimously recommends that Inter- 
Regional recommend the adoption of the so-called P.F.R.B. deferred premium 

yment plan in that State, subject to changes which may result from the test 
application on the Pacific coast. 

Because of the peculiar situation existing in Virginia, it seems impractical 
to introduce the recommended rate level adjustment procedure for use on the 
gecasion of the next contemplated rate review on October 1, 1958. It was the con- 
gensus that the governing committee of the Virginia Fire Insurance Rating 
Bureau should be informed that subsequent to this date it is the desire of Inter- 
Regional that negotiations be started with the Corporation Commission of Vir- 
ginia looking toward a revision of the present rate adjustment procedure in that 
State. 


OFFICE MEMORANDUM 
Date: April 22, 1958. 
To: General Counsel Berry. 
From : General Manager. 
Subject: National Rating Organization. 


Attached is draft of minutes of the meeting of the Special Committee on 
National Rating Organization, held on April 8. 

I have also marked the attached copy of transcript of the special meeting to 
indicate parts of that discussion which pointed up the discussion at the meeting 
of the special committee and might be of some help to you in approaching the 
assignment that the committee has given you. I am on call to assist in any way 
possible. 

L. A. VINCENT, 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON NATIONAL RATING ORGAN- 
IZATION OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, HELD AT THE UNION 
LEAGUE CLUB, 37TH STREET AND PARK AVENUE, NEW YorK, TUESDAY, APRIL 8, 
1958, aT 5 P. M. 


Present: Mr. K. E. Black, chairman, and Messrs. Lester S. Harvey, J. Victor 
Herd, H. W. Miller and William E. Newcomb. 

At this first meeting of the special committee appointed at the March 27, 
1958, meeting of the executive committee, to review the proceedings of the 
Special Meeting of the National Board of Fire Underwriters held on March 4, 
there was extended discussion of the question of enlarging the scope of the 
board’s services and activities as set forth in the resolution, i.e., 

“Resolved, That the executive committee recommend to the member companies 
that they study and be prepared to vote to 

(a) enlarge the scope of this board’s services and activities by also func- 
tioning as a rating organization on fire and allied lines, with potential power 
for all jurisdictions nationwide; 

(b) in connection with the foregoing, take steps to acquire the staff and 
assets of Inter-Regional Insurance Conference.” 

It was the unanimous view of the committee that compliance with the resolution 
of the membership would require a proposed amendment of the constitution and 
a meeting of the membership for the purpose of voting upon such proposed 
amendment. 

The committee, following discussion of the differing viewpoints expressed on 
this subject, requests the general counsel of the national board to furnish it with 
his findings as to 

(a) whether the National Board of Fire Underwriters can legally under- 
take rating and 

(b) how such expansion of the activities might be accomplished. 

The committee does not contemplate the general counsel would draw conclusions 
on the subject but rather would set forth the various legal considerations that 
bear on the question. 
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In addition to the general outline of the proposal for a national rating Organ. 
ization as set forth in the transcript of the special meeting, reference wags made 
to the possibility of establishing a rating section of the national board Such ag 
the actuarial bureau is now established to permit participation by companies hot 
members of the board. 

The meeting was adjourned at 9:40 p.m. subject to call when the report from 
general counsel is available for consideration. 

L. A. VINCENT, Secretary, 


May 7, 1958, 
EXECUTIVE COMMITTEE 
Mr. H. M. Mountain, 
Executive Vice President, Aetna Insurance Group, 
670 Main Street, Hartford, Conn, 

Deak Mr. MountatN: In connection with the meeting of this committee whiq 
is to be held on May 141 enclose a copy of a letter which has just been received 
from the Board of Fire Underwriters of the Pacific to which is attached a copy 
of a proposed combination “all risk” and named perils dwelling building ang 
contents form. 

Prior to the executive committee meeting on May 14 we hope to prepare g 
summarization of the chief points involved for presentation to the committee, 

Inasmuch as the enclosure constitutes a new combination form of Coverage 
for the important dwelling class, it is felt that this matter should be Subject 
to review by this organization as having nationwide implications. 

Yours very truly, 
R. M. Beckwitn, Manager, 


BoARD OF FIRE UNDERWRITERS OF THE PACIFIC 
May 5, 1958, 
Re “Dwelling Building(s) Special Form” and “Dwelling Building(s) and Con. 
tents Broad Form” 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 

DEAR Roy: A little over 2 years ago the habitational forms special committee 
of the board was appointed and charged with the task of reviewing all dwelling 
forms in use in board territory, giving full consideration to suggestions of mem- 
ber companies, to the expressions of semiannual and annual meeting discussion 
groups, as well as integrating nationwide recommendations wherever it was pos 
sible todoso. There is no question but that the revised “All Physical Loss” form 
has been drafted within the scope of Inter-Regional Insurance Conference recom- 
mendations. As a prime example, landslide has been effectively eliminated from 
all forms. 

During the 2-year study the committee considered forms in use in the four 
territories (EUA, SEUA, WUA and BFUP) in addition to those recommended 
by the Inter-Regional. It became apparent that by and large there is little 
pattern of uniformity between them. The committee concluded that as a basic 
guide, Inter-Regional Insurance Conference recommendations should be utilized 
wherever possible on the premise that uniformity should be fostered if it is feasi- 
ble to do so within the framework of existing rules and practices. Much thought 
was also given to those forms under the jurisdiction of the Multi-Peril Insurance 
Conference and in order to minimize the confusion existing in terminology, it was 
suggested that all reference to “contents” be changed to “personal property.” 

The “Dwelling Building(s) and Personal Property Special-Broad Form” (the 
title on which the committee finally decided) merely combines two forms onto 
one piece of paper and does not introduce any new insurance concepts. It does, 
on the other hand, bring about mechanical simplicity and contractual clarity. 
Instead of stocking and attaching both the “All physical loss” and “Broad” forms 
when the ultimate in traditional “fire” coverage is desired on building and con- 
tents respectively, one special broad form is used. 

Contractually, carpeting which is part of a building as determined by the guid- 
ing principles, is limited to Broad Form perils. Lawns, trees, shrubs and plants 
are likewise limited. They are currently so insured but on an unqualified basis. 
Based upon experience in this territory Board committees feel that by imposing 
a $50 deductible on windstorm and hail; and limiting liability on any one tree, 
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shrub or plant to $250 (including removal of debris) the principal concerns of 
joss frequency and excessive claim amounts per tree, plant or shrub will be 
minimized. : 2 p ; 

Board committees have proposed that a $50 deductible as regards windstorm 
and hail be made applicable to the habitational and farm classifications. 

The membership of the Board met on April 28 and 29 and voted to submit 
this form to the Inter-Regional Insurance Conference for its comments or recom- 
mendations within 30 days. As you know, we are suffering from landslides in this 
territory and it is our membership’s express desire to make all the changes (both 
limiting and broadening) at the same time and have them run through all of the 
forms from the straight fire and E.C.E. to the “special” form. It is our thought 
that a recommendation to the rating bureaus in this jurisdiction dealing with all 
these forms would result in a minimum of expense, adverse industry reaction 
and consumer resistance. ‘Piecemeal” recommendations might well bring about 
such problems. 

Enclosed are several copies of the proposed form (Proof 4-15-58) for your 
use. It is our hope both because of restriction of contract and impending rate 
revisions, review of this form might be limited to broad principles. 

Yours very truly, 
(Signed) F. C. Cotrince, 
Manager-Secretary. 


Apri 24, 1958. 
J. C. QUALMANN, 
Royal-Globe-Insurance Group, 
901 Sansome Street, San Francisco, Calif.: 


Offitials here disturbed over reported coast plans introduce some kind new 
dwelling form. Inter-Regional should be consulted before adoption. Further- 
more multiperil insurance conference after months’ study nearly ready with 
three new dwelling forms. Urge coast officials refer matter either Inter-Regional 
or MIC depending type form. 

J. L. ERHARDT 


APPROVE COAST FORM REVISION 
SPECIAL TO JOURNAL OF COMMERCE 


San Francisco.—It is understood from reliable sources that the annual meet- 
ing of the Board of Fire Underwriters of the Pacific approved some significant 
revisions in the habitational forms now in use on the west coast. The action is 
not necessarily final. 

The proposals will be submitted to the Inter-Regional Insurance Conference, 
which has not previously had an opportunity to see the new forms. Little diffi- 
culty is anticipated in getting Inter-Regional support for the changes, however, 
since most of the features originated with that body in the first place. 

However, just as a safeguard against any extensive delays in referring the 
proposals to Inter-Regional, it is understood that the board will proceed with 
the recommendations in the event it does not receive negative responses from 
Inter-Regional within a period of 30 days. 

Chief features in the revision include the introduction of a $50 deductible on 
windstorm losses under the extended coverage endorsement and a corresponding 
change where this peril is embraced in some of the broader habitational forms. 
In some of the latter instances, however, there is likely to be a provision where- 
by the insured can eliminate the deductible for additional premium. Damages 
resulting from sonic boom also will be excluded from virtually all habitational 
covers. 

The broader forms of habitational coverage are being changed so as to elimi- 
nate the peril of landslide and other forms of earth movement. 


Apri 24, 1958. 
C. M. MARSHALL. 


Aetna Insurance Co., San Francisco, Calif.: 

We understand Pacific board has new dwelling buildings and personal proper- 
ty special broad form for consideration and approval of membership. We are 
informed that if board members approve this new form will then be recom- 
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mended to PFRB for adoption. We are opposed to recommendation to bureay 
before submission to Inter-regional for consideration in view of countrywide 
impact and ask that you positively record our opposition. 

H. M. Mounragy. 


JUNE 5, 1958, 
Mr. KENNETH FE. BLACK, 
Chairman, Special Committee on National Rating Organization, Home Ingyy. 
ance Co., 59 Maiden Lane, New York, N.Y. 


Deak Mr. Brack: At the meeting of the above committee on April 8, 1958 
general counsel of the national board was requested to furnish the committee 
with his opinion as to 

‘“(a) whether the National Board of Fire Underwriters can legally under. 
take rating and 
“(b) how such expansion of the activities might be accomplished, 

“The committee does not contemplate the general counsel would draw ¢op. 
clusions on the subject but rather would set forth the various legal considers. 
tions that bear on the question.” 

This opinion is rendered pursuant to such request. 


A. CAN THE NATIONAL BOARD OF FIRE UNDERWRITERS LEGALLY UNDERTAKE RATING? 


The National Board of Fire Underwriters is a voluntary association of stock 
insurance companies organized under the laws of the State of New York. There 
is nothing in the underlying law under which the National Board is organizeg 
which would prohibit acting as a rating organization. There are a number of 
precedents. Several presently licensed rating organizations are organized under 
the same New York law. 

In addition to the underlying law, the board, to make rates legally, would haye 
to be licensed under the rating laws of the several States. 

The following jurisdictions have statutes which would prohibit licensing of 
the national board as a rating organization for fire insurance rate making: 
Louisiana, Mississippi, North Carolina, Texas, Virginia, Washington, District 
of Columbia. 

Indiana and the Missouri statutes are broad enough to permit the national 
board to be licensed, but it may be inadvisable to qualify in those States inas 
much as a rating bureau in Indiana must permit 3314 percent local company 
representation on its governing body and must hold all meetings in either Chicago 
or Indianapolis ; and in Missouri must make membership available to all insurers. 
There is no provision in the Missouri law for subscribership. 

The remaining States have statutory provisions reading substantially as fol- 
lows: 

“§ 6. Rating Organizations. 

“(a) A corporation, an unincorporated association, a partnership or an indi- 
vidual, whether located within or outside this State, may make application to 
the [commissioner] for license as a rating organization for such kinds of insur- 
ance, or subdivision or class of risk or a part or combination thereof as are 
specified in its application and shall file therewith (1) a copy of its constitution, 
its articles of agreement or association or its certificate of incorporation, and 
of its bylaws, rules and regulations governing the conduct of its business, 
(2) a list of its members and subscribers, (3) the name and address of a resident 
of this State upon whom notices or orders of the [commissioner] or process 
affecting such rating organization may be served and (4) a statement of its 
qualifications as a rating organization. If the [commissioner] finds that the 
applicant is competent, trustworthy and otherwise qualified to act as a rating 
organization and that its constitution, articles of agreement or association or 
certificate of incorporation, and its bylaws, rules and regulations governing the 
eonduct of its business conform to the requirements of law, he shall issue a 
license specifying the kinds of insurance, or subdivision or class of risk or part 
or combination thereof for which the applicant is authorized to act as a rating 
organization. Every such application shall be granted or denied in whole or in 
part by the [commissioner] within 60 days of the date of its filing with him. 
Licenses issued pursuant to this section shall remain in effect for 3 years unless 
sooner suspended or revoked by the [commissioner]. The fee for said license 
shall be $25. Licenses issued pursuant to this section may be suspended or 
revoked by the [commissioner], after hearing upon notice, in the event the rating 
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nization ceases to meet the requirements of this subsection. Every rating 
nization shall notify the [commissioner] promptly of every change in (1) its 
constitution, its articles of agreement or association, or its certificate of incor- 
ration, and its bylaws, rules and regulations governing the conduct of its 
pusiness, (2) its list of members and subscribers and (3) the name and address 
of the resident of this State designated by it upon whom notices or orders of the 
commissioner ] or process affecting such rating organization may be served. 

“(b) Subject to rules and regulations which have been approved by the [com- 
missioner] as reasonable, each rating organization shall permit any insurer, not 
a member, to be a subscriber to its rating services for any kind of insurance, 
subdivision, or class of risk or a part or combination thereof for which it is 
authorized to act as a rating organization. Notice of proposed changes in such 
rules and regulations shall be given to subscribers. Each rating organization 
shall furnish its rating services without discrimination to its members and sub- 
geribers. The reasonableness of any rule or regulation in its application to 
subscribers, or the refusal of any rating organization to admit an insurer as a 
subscriber, shall, at the request of any subscriber or any such insurer, be reviewed 
by the [commissioner] at a hearing held upon at least 10 days’ written notice 
to such rating organization and to such subscriber or insurer. If the [com- 
missioner] finds that such rule or regulation is unreasonable in its application 
to subscribers, he shall order that such rule or regulation shall not be applicable 
to subscribers. If the rating organization fails to grant or reject an insurer’s 
application for subscribership within 30 days after it was made, the insurer may 
request a review by the [commissioner] as if the application had been rejected. 
If the [commissioner] finds that the insurer has been refused admittance to the 
rating organization as a subscriber without justification, he shall order the rating 
organization to admit the insurer as a subscriber. If he finds that the action 
of the rating organization was justified he shall make an order affirming its 

on.” 
yy le appropriate changes were made in constitution and bylaws, and 
that proper personnel and equipment were acquired, the board should have no 
difficulty in meeting the standards set up in the above statute—subject only to 
this qualification : 

It may be suggested that because the board engages in activities other than 
rating, it is not “qualified to act as a rating organization.” This point, so far 
as we can learn, has never been raised by an insurance department and has not 
been litigated. In my opinion, this point is not well taken. There is at least 
one current precedent for licensing as a rating organization, an insurance com- 
pany organization which was both trade association and rating organization. 

If the board acted as a rating organization only where licensed pursuant to 
State law, I would see no violation of existing Federal law. 

It is my opinion that, under the law today, State and Federal, and subject to 
the excepted jurisdictions listed above, the national board could legally under- 
take rating. 


B. HOW COULD THE EXPANSION OF THE ACTIVITIES OF THE NATIONAL BOARD TO 
ENCOMPASS RATING BE ACCOMPLISHED? 


The first step to be taken to implement such expansion would be to amend 
the constitution of the national board to include rating among the purposes 
and to delete the existing provision of the constitution that “The Board shall 
not have nor exercise jurisdiction or control over rate of premiums chargeable 
for insurance.” The bylaws would require corresponding amendment. 

The present restriction of membership to stock insurers could be continued, 
but subscribership as to rating services would have to be broad enough to make 
such services available to any insurer who desired to subscribe pursuant to the 
stationary provision above quoted. 

Supplementary amendments would be necessary to cover the structural out- 
lines of rating bureau operation. Whether these amendments would require 
rewriting the constitution would depend on the method of operation contemplated. 
If subscribers are to be permitted to subscribe not only for rating services, but 
also for trade association services, the amendments might be general. If, on 
the other hand, subscribership is to be limited to rating service, then a clear 
division of activity would appear advisable and extensive rewriting of the con- 
stitution would be necessary. 

The second step to accomplish expansion would be to secure necessary per- 
sonnel and equipment. Some State statutes require that an applicant for li- 
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cense as a rating organization have personnel and equipment at the time the 
application is made. 

This personnel and equipment is presently at hand in local bureaus anq ad- 
visory organizations composed, as I understand it, of the same companies 
which are members of the national board. Assuming unanimous consent to 
the transfer of assets of the local rating bureau to the national board, no legal 
question is raised other than the problem of complying with local State law in 
connection with such transfer. If, on the other hand, there is a lack of wna- 
nimity in the local rating organization whose assets are to be transferred to 
the national board, legal questions arise as to the right of individua] mem- 
bers to block the transfer or to have their equitable interest in the assets turned 
over to them. A further question might be raised as to the right to use the 
rating methods and rating schedules of the local rating organization. 

The general principles of law applicable to interest of members in voluntary 
association property are these: (a) ownership of property or funds is vested in 
the members jointly, (b) a member ordinarily acquires not a severable right 
to property of the association, but merely a right to joint use and enjoyment 
thereof as long as he continues to be a member, (c) so long as he remains g 
member, he has an absolute right to have property and funds of the association 
controlled and administered according to its organic plan, (d) on ceasing to be 
a member, his interest in its funds and property ceases. (This last principle 
has been applied even where a number of members seceded in a body and, al- 
though they constitute a majority and organize a new association. In sych 
case the remaining members, and only they, are entitled to the entire funds and 
property of the association, so long as they continue to keep it alive and ad- 
here to its purposes. ) 

The above principles are subject to the agreement of the parties themselves 
in the voluntary association. Thus, where the constitution and bylaws of a 
rating organization specifically covered the rights of a retiring member, that 
specific provision would control. Thus, while the questions of law that could 
be raised are basically those referred to above, the answers to such questions 
will depend upon a review of each voluntary agreement and the law of the re- 
spective States. 

Respectively submitted. 

J. RAYMOND Berry, General Counsel. 
JIRB:A 


[From the National Underwriter, July 24, 1959] 
VoTE CONSOLIDATION OF REGIONALS INTO ONE NATIONAL UNIT 


INTER-REGIONAL MEMBERS ARE UNANIMOUSLY FOR PLAN; WAB, MIC, AND RFSO 
INCLUDED 


NEw YorK.—At a special meeting here July 16, members of Inter-Regional 
Insurance Conference unanimously approved a report of its committee on or- 
ganization and scope. The report proposes that, subject to concurrence of 
interested governing committees and memberships, Inter-Regional physically con- 
solidate with and assume all of the fire and allied lines advisory functions of 
Eastern Underwriters Association, Southeastern Underwriters Association, 
Western Underwriters Association, Pacific Board, Reporting Form Service Office, 
and Western Actuarial Bureau. 

In addition, it was the expressed intention of members of Inter-Regional that 
consolidation with Multi-Peril Insurance Conference be considered at an appro- 
priate time. 

The action taken by the membership of Inter-Regional contemplates that Inter- 
Regional with retain all the fire and allied lines rate and form advisory functions 
of the several bodies and that as promptly as possible other functions will be 
transferred to appropriate organizations. 

It is also intended that regional advisory committees will be appointed to 
provide proper reflection of the regional viewpoints. 

This proposal reflects the desire of chief executives of the fire business to 
simplify the organizational structure of the industry in the interest of efficiency 
and economy, and in the public interest. 
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OFFICE MEMORANDUM 


Date: September 12, 1958. 

jo; General Manager Vincent. 

from: General Counsel Berry. 

Subject : Memorandum of August 28 from Assistant Manager Coumbe to General 
Manager Vincent. 

Re National poard as an advisory organization. 

Supplementing my memorandum of September 5 and yours of September 10, 
with reference to the above: 

Inasmuch as Inter-Regional and national board have each qualified as an 
advisory organization, each could do under the law everything the other is doing 
legally. . ee . 

1 do not know exactly what Inter-Regional is doing and am left in some doubt 
py the language in your memorandum: “from a policy standpoint determine and 
advise the rating bureaus.” ; 

An advisory organization can only assist insurers or rating organizations in 
ratemaking “by the collection and furnishing of loss or expense statistics, or by 
the submission of recommendations * * *.” 

If Inter-Regional is doing something beyond recommending to rating bureaus 
(I gather it is not collecting or furnishing loss or expense statistics) then it is 
violating the law. However, the fact that Inter-Regional is determining upon a 
policy and then making recommendations as to that policy to the rating organiza- 
tion, is not in my opinion a violation of the law as long as the material going to 
the rating organization is advisory or recommendatory. 

If the national board or Inter-Regional, as an advisory organization, was to be 
ysed to dictate and control rating bureau action so that the filing by the bureau 
was merely the shadow, and the action of the advisory organization was the sub- 
stance, that in my opinion would be illegal. 

J. RAYMOND BERRY. 


OFFICE MEMORANDUM 
Date: September 5, 1958. 
To: General Manager Vincent. 
From : General Counsel Berry. 
Subject: Memorandum of August 28 from Assistant Manager Coumbe to General 
Manager Vincent. 
Re National board as an advisory organization. 


The second paragraph of the above office memorandum reads as follows: “The 
president asked that you and General Counsel Berry give some thought as to 
the possibility of the national board’s becoming an advisory organization to rat- 
ing bureaus and, as another alternative, the possibility of the national board’s 
taking over the Inter-Regional Insurance Conference without actually getting 
into rating itself.” 

The national board has already qualified as an advisory organization in 48 or 
44 States, as well as Alaska, Hawaii, and Puerto Rico. (I am talking from recol- 
lection. Some States do not have advisory organization sections.) We could, 
therefore, immediately act as advisory to rating bureaus in those States where 
we have qualified. 

I point out too, that this geographic area is at least as broad as the present 
advisory organization status of the Inter-Regional Insurance Conference, as 
that conference could not have an advisory status in States which do not have 
statutory sections providing therefor. 

The second alternative in the above paragraph is not clear to me. It seems to 
be encompassed in the first alternative. 

J. RAYMOND Berry. 


P.S—Coumbe’s original memorandum to DAV and attachments thereto re- 
turned herewith. 
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OFFICE MEMORANDUM 


Date: September 10, 1958. 

To: General Counsel Berry. 

From : General Manager. 

Subject : Memorandum of August 28 from Assistant Manager Coumbe to Gen 
Manager Vincent. ral 

Re National board as an advisory organization. 

Thank you for your memo of September 5. 

In discussing this matter with President Miller yesterday, he clarifieg 
original inquiry relative to the possibility of the national board’s taking ove 
Inter-Regional “without actually getting into rating itself.” . 

His clarification indicates that he is interested in determining whether the 
national board could take over Inter-Regional and actually accomplish what is 
intended, i.e., from a policy standpoint determine and advise the rating bureaus 
(without actually computing rates) without becoming a rating bureau. 

I doubt that we could. How do you feel? 


L. A. Vincent, 


INTER-REGIONAL INSURANCE CONFERENCE 
EXECUTIVE COMMITTEE MEETING SEPTEMBER 17, 1958 


Present: Messrs. Mountain, Chairman, Erhardt, Ewald (representing Mr 
Close), Hargrett, Baker, Dwyer, Dillard, Keeler (representing Mr. Ross), Law. 
Mays, Polley, Beckwith, Butler, Sorensen, Ploucquet. : 

Chairman Mountain presided. 

I. Annual Meeting.—The committee was informed that a proposal has beep 
advanced that joint arrangements be made with Multi-Peril Insurance Confer. 
ence which would contemplate the annual meeting of Inter-Regional in the morn. 
ing followed by luncheon and the annual meeting of Multi-Peril Insurance Con- 
ference in the afternoon. 

It was the understanding that such an arrangement would involve an invita. 
tion to the members of Multi-Peril Insurance to attend the morning session and 
it was also understood that the cost of the luncheon would be divided equally 
between the two organizations. 

The executive committee was informed that the proposal has already been 
approved, in principle, by the Multi-Peril Insurance Conference Committee. 

The proposal received unanimous approval on the part of the executive com- 
mittee and the manager was asked to complete the necessary joint arrangements, 

II. Assessment, Next Fiscal Year.—The committee was informed that a pro- 
posal has been made that the current rate of assessment be continued for the next 
fiscal year and the treasurer advised the committee that in this he concurs. 

It was understood that the matter would be presented to the membership for 
ratification together with a formal report of the treasurer. 

III. Deferred Premium Payment Plan.—As a matter of information the com- 
mittee was informed that a report from the Pacific Fire Rating Bureau indicates 
a very favorable reaction to the recently introduced deferred premium payment 
plan with no criticisms of moment. The committee was also reminded that the 
same plan has also been introduced in the State of Virginia. 

It was the understanding that in 60 days the matter would be again brought 
to the attention of the executive committee in the light of the experience that the 
plan develops in those two territories for a determination as to whether a recon- 
mendation of the plan should be made to all rating organizations nationwide. 

IV. Electrical Apparatus Clause, Dwellings—A résumé was presented of 
the consideration that has taken place to date with respect to possible ways and 
means of dealing with the problem created by a large number of claims for 
damage to electrical equipment in dwelling risks, allegedly caused by lightning. 

A number of diverse views were expressed in the discussion that ensued as to 
whether a revision in the electrical apparatus clause to exclude claims by light- 
ning should be recommended in States having nonstatutory fire policies, as well 
as whether recommendation should be made that a $50 deductible provision be 
introduced applicable to electrical equipment in dwellings. 

The general discussion and exchange of views culminated in a motion that the 
proposed revision in the electrical apparatus clause as submitted by South-East- 
ern Underwriters Association be recommended for adoption in the SEUA field. 
The motion was seconded and carried with Mr. Erhardt voting in the negative. 
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revised clause is as follows with the revision referred to being underlined : 

If electrical appliances or devices (including wiring) are covered under this 

licy, this company shall not be liable for any electrical injury or disturbance 
to the said electrical appliances or devices (including wiring) caused by lightning 
or by electrical currents artificially generated unless fire ensues, and if fire does 
ensue this company shall be liable only for its proportion of loss caused by such 

fire. 
or = further suggested that the manager express the concern felt by the ex- 
ecutive committee with respect to this problem to other rating jurisdictions and 
yest an expression of views as to how the problem, if present, might best be 
handled locally. It was understood, of course, that in so doing the rating bureaus 
would be informed of the action being recommended in the SEUA field. 

y. Catastrophe Losses.—As a report of information to the cemmittee it was 
stated that presently a study is being carried on by a committee of the national 
poard with respect to possible ways and means of spreading catastrophe losses 
(both fire and extended coverage) from the standpoint of underwriting ex- 

rience statistics. 

The committee was also informed that the national board has been advised of 
the keen interest of our Committee on Rate Level Adjustments in this study and 
that the preliminary study material recently received from the national board 
will be discussed with the Committee on Rate Level Adjustment at an early date. 

VI. Extended Coverage Endorsement—Rating Procedure.—The concern of a 
number of individuals represented on the executive committee was expressed 
respecting the consistently unsatisfactory ECE experience in a number of terri- 
tories throughout the country. 

Reference was made to a display of extended coverage endorsement experience 
sent out with the agenda and the committee was reminded that that experience 
does not include loss adjustment expense. 

In the light of this concern the committee on rate level adjustment requested 
authorization to undertake an exploration of the entire ECE problem bearing 
upon this unsatisfactory experience and such authorization was unanimously ac- 
corded the committee. 

VII. National Association of Lumber Manufacturers.——In accordance with a 
request made by representatives of the National Association of Lumber Manu- 
facturers the executive committee acted as hosts to representatives of that or- 
ganization during luncheon at which time the views of the lumber industry with 
respect to relative rate level treatments of heavy timber and exposed steel were 
voiced. 

Avery excellent moving picture describing the construction of laminated heavy 
timbers was presented and the committee was furnished copies of a two part 
statement entitled “Case for Timber” prepared by the American Institute of 
Timber Construction. 

In responding to the spokesman for the lumber industry, Chairman Mountain 
expressed appreciation of their problem and in further response the lumber 
people were informed that, following repeated conferences with the advisory 
committee and with technicians in our business the executive committee concurs 
in principle in the basic view originally expressed by the lumber industry that 
the differential (on a percentage basis) in fire rate treatment between heavy 
timber construction and exposed steel construction should diminish as the hazard 
of occupancy increases. The lumber people were informed that the rating 
organizations generally are aware of this viewpoint. 

Beyond that, the lumber representatives were advised that it is not practical 
for the executive committee to enter into consideration of detailed rate level 
treatments affecting varying specific types of construction, but rather that any 
problems of this nature must, of necessity, be worked out directly with the local 
rating organizations. 

In concluding the joint conference the lumber representatives requested that 
any expression of views with respect to the two part brochure entitled “Case for 
Timber” be transmitted to the American Institute of Timber Construction. 

VIII. Rate Level Adjustments—Clasgs Adjustments and Credibility —The 
manager informed the committee that the staff has been requested to study the 
practicability of preparing nationwide recommendations with respect to class 
rate level adjustments (as distinguished from overall statewide adjustments) 
as well as the desirability of developing a specific method of reflecting credibility 
in the rate level studies. 
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It was suggested to the executive committee that these proposals involy 
tain very important technical questions and it was proposed that the sug aan 
be discussed with the advisory committee. settling 

In concurring in this course it was also suggested that the advisory commit 
clearly understand that the executive committee has not, at this time take lee 
position favorable to the suggestions but it was thought that the views “an 
advisory committee might be sought as to the practicability of developing ¢e - 
basic principles for rate level adjustments. rtain 

It was understood that following consultation with the advisory commit 
the matter would again come before the executive committee and that the sta 
would prepare a detailed report on each rating organization’s curret orieme 

IX. Coinsurance Plan—Dvwellings.—As a matter of information the attention 
of the committee was directed to the point that recently the Kansas City Fite 
& Marine Insurance Co. has filed a coinsurance plan for rating dwellings in the 
State of Missouri. The committee was further informed that some four > 
five smaller companies have made similar filings in several Midwest Stat : 
these filings extending over a period of the last 1% or 2 years. m 

The committee received this report as a matter of information. 

X. FIA Request for Observer Representation at Executive Committee Meet. 
ing.—The chairman stated that a request has been received, originating with 
the management of Factory Insurance Association, that arrangements be made 
for the Factory Insurance Association to have an observer present at executiye 
committee meetings in order to perfect liaison between the two organizations 
as respects matters of joint interest. 

In discussing this matter it was pointed out by a number of members of the 
executive committee that much time would be consumed by such an observer 
in sitting through lengthy executive committee meetings, the bulk of whia 
would not touch upon matters of mutual concern. 

Furthermore it was pointed out that the desired liaison can be obtained through 
the medium of Inter-Regional executive committee members which also sit op 
the FIA executive committee, as is the case with a number of other organizations, 

It was requested that the chairman discuss the views expressed with the 
general manager of Factory Insurance Association, assuring him that when 
specific matters are to come up in which the FIA has a real interest, an invita. 
tion will be extended for the desired observer representation. 

XI. NYFIRO—Availability of Counsel’s Services——A letter from the chair. 
man of the governing committee of the New York Fire Insurance Rating Or- 
ganization was read in which the services of General Counsel Butler were 
requested to assist in an impending court case involving a deviation filing by 
Allstate Insurance Co. 

In the ensuing discussion Messrs. Erhardt and Hargrett requested to be re 
eorded as voting in the negative on the proposal in the light of the corporate 
position taken by their respective companies concerning the filing of the court 
case in question. 

The balance of the committee concurred in the proposal that General Counsel 
Butler’s services be made available to NYFIRO. 

XII. October 9-10 Conferences With Rating Organizations.—The executive 
committee was informed that, upon invitation of the committee on rate level 
adjustment, the managers and chairmen of the following organizations have 
been invited to confer with the committee regarding the rate level adjustment 
situation in their respective fields: 

October 9: Western Actuarial Bureau; Insurance Rating Bureau of the 
District of Columbia; the Fire Insurance Rating Organization of New 
Jersey ; New England Fire Insurance Rating Association. 

October 10: Western Actuarial Bureau; West Virginia Rating Bureau: 
Mississippi State Rating Bureau. 

The committee was further informed that the organizations which have been 
invited represent those fields in which rate level increases have been indicated 
by the recommended procedure but where such indicated increases have not, 
apparently, been possible to date. 

It was emphasized that the contemplated meetings are in the nature of ex- 
ploratory conferences, basically intended to inform the members of the com- 
mittee on rate level adjustment of the local aspects of the problem in the several 
fields and to place the committee in a position to afford such assistance as may 
be feasible. 
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XIII. Nuclear Program.—The attention of the committee was directed to the 

jnt that following painstaking study the committee on nuclear clause recom- 
mended a program to rating organizations nationwide comprising suitable nu- 
clear exclusions and radioactive contamination assumption endorsements, to- 
gether with a rating plan therefor. It was pointed out that this material has 
heretofore been furnished the members of the executive committee and to the 
membership of Inter-Regional. 

The executive committee was requested to ratify the action taken by the com- 
mittee on nuclear clause. 

Upon motion, duly made and seconded, such ratification was unanimously 
accorded. 

XIV. Three Year Rate Publications—PFRB.—Reference was made to a recent 
jpnovation in the State of Oregon where annual rates have been withdrawn and 
all rates are published on a 3-year basis, this action being predicated on the 
recent adoption of the deferred premium payment plan. 

The committee discussed the desirability of the action as taken in Oregon 
and expressed the general feeling that the publication of annual rates should 
pe retained generally. It was suggested that a request be made of Pacific Fire 
Rating Bureau that it defer adopting a similar procedure in other States in 
its territory until after an adequate trial of that which has been initiated in 
the State of Oregon. 

It was the further feeling of the committee that after such a field trial an 
opportunity by the executive committee to study the matter further and to con- 
sult with the Pacific Fire Rating Bureau would be appreciated prior to any 
extension of the plan. 

A further thought was advanced that possibly a more acceptable method might 
be to retain the annual rate publication system now generally in effect but to 
undertake the issuance of charts in each rating organization, containing the 
necessary conversion factors to adapt annual rates to immediate use under the 
deferred premium payment plan. 

XV. PFRB Annual Meeting—Chairman’s Attendance.—It was the generally 
expressed view of the executive committee that at reasonably frequent intervals 
the chairman of the executive committee, together with the manager, should 
attend annual meetings of the Pacific board and of the Pacific Fire Rating 
Bureau and it was the hope that such reasonably frequent attendance might 
serve to cement a constructive working relationship between Inter-Regional and 
the organizations on the coast. 

XVI. Independent Filings—Commercial Property Cover.—Reference was made 
to a request received from a regional organization for guidance in dealing with 
independent filings on the commercial property cover. The views of the chair- 
man as expressed in a communication to the manager were voiced and the com- 
mittee unanimously supported the feeling of the chairman that Inter-Regional 
should take no position on this matter at this time, but rather should agree to 
support in every way possible the final decision of the governing committee of 
NYFIRO. 

It was the understanding that a recommendation has been made to the Gov- 
erning Committee of NYFIRO that an appeal be taken from the previous ruling 
of the New York Insurance Department and that conferences be instituted with 
the National Board Committee dealing with the M—1 Subcommittee Report Study. 

XVII. Replacement Cost Cover—Coinsurance Requirements.—A communica- 
tion from the executive manager of the New England Fire Insurance Rating As- 
sociation was referred to in which a request of a member company is made that 
the rules be revised to permit replacement coverage on churches, schools, hos- 
pitals, and public buildings with a coinsurance requirement of 80 percent, 90 
percent or 100 percent of the replacement cost of the appropriate coverage, at 
the appropriate 80 percent, 90 percent or 100 percent coinsurance rate. 

The committee was informed further that resistance to an increase in the 
coinsurance requirements to 100 percent had been expressed in a committee of 
NYFIRO and on the basis of both of these expressions the committee was asked 
to again carefully consider its position on this matter. 

It was recalled that at the June 18 meeting of the executive committee a similar 
suggestion emanating from a regional field was given careful consideraticn fol- 
lowing which the committee recommended to rating organizations nationwide 
that the 100 percent coinsurance requirement be retained wherever in effect and 
be attained in those territories where lesser coinsurance requirements are cur- 
rently effective. 








2938 THE INSURANCE INDUSTRY 


Upon motion duly made and seconded it was the expressed feeling of th, 
executive committee that, having reconsidered the matter carefully, the 
mittee has decided to abide by its previous recommendation. The motion was 
carried. 

XVIII. Flat Cancellations—The manager presented a report of progress op 
this matter stating that currently the National Association in Insurance Agents 
is compiling results of a nationwide questionnaire to agents and that when cop. 
piled this material will be the subject of a joint conference between Nay, 
and an industry committee representing Inter-Regional as well as the casualty 
and marine organizations. 

XIX. Minimum Premium Situdy—The manager presented a report of prog- 
ress on this matter referring to an actuarial accounting study presently be 
made by the companies represented on the executive committee. He stated fyp. 
ther that the results of that study are to be received shortly after November 1 
1958, and it is hoped that a basis will be provided the executive committee fo, 
further consideration of a nationwide recommendation relative to the establish. 
ment of more adequate minimum premiums. 

XX. Form Development and Revisions.—The attached outline of a suggesteq 
procedure, proposed by the chairman, was presented to the committee and was 
unanimously adopted in principle. 

It was understood that copies of this proposal would be referred to the exeep. 
tive committee for detailed study, that any views of the members of the execy. 
tive committee respecting suggestions for detailed change would be submitted 
to the manager promptly and that following these steps the matter would again 
be presented to the executive committee for final approval. 

XXI. Virginia—Term Rule Revision—The committee was informed that the 
Virginia Local Agents’ Association has recently requested a public hearing on the 
proposed revision in the term rule in that State. It was further stated that cer. 
tain material has been furnished the manager of the Virginia Insurance Rating 
Bureau with respect to the steps that led up to this recommended revision and 
that General Counsel Butler has offered his services in the event the manager 
of the Virginia Bureau feels that he can be of assistance at the time of the 
scheduled public hearing. The committee concurred in Mr. Butler’s offer. 

XXII. Vermont—Rate Level Adjustment.—The manager discussed with the 
committee a proposal made by the chairman of the Vermont Rates Committee 
that the recommended procedure for rate level adjustment be departed from in 
ascertaining the overall percentage rate level reduction necessary in that State. 

It was the conclusion that this matter could best be discussed individually 
with the manager and chairman of the New England Fire Insurance Rating 
Association at the forthcoming conference scheduled for October 9. 





INTER-REGIONAL INSURANCE CONFERENCE SEPTEMBER 17, 1958 
FORM DEVELOPMENT AND REVISIONS 


(Proposed by Chairman Mountain) 


Recent developments in the area of form and form revisions recommended out 
by Inter-Regional have clearly indicated the desirability of establishing a definite 
and orderly procedure for the future. 

I would hope the executive committee would look with favor upon the adoption 
of the following procedure: 

The staff of Inter-Regional will prepare or revise forms at the direction of 
the executive committee. 

Before such forms or revisions are brought back to the executive committee 
for consideration, the following procedures will have been followed: 

1. The proposed form or revision will have gone to all regional bodies for their 
consideration and comments in writing. 

2. The proposed form or revision will have been considered by Inter-Regional’s 
Forms Committee and their approval or recommended revisions be set forth 
in writing. 

3. The proposed form or revision with regional bodies’ comments and Inter- 
Regional Forms Committee report will have been submitted to the Forms Com- 
mittee of the Loss Executives Association and their approval and/or detailed 
recommendations in writing will be available. 
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4, If there is any question as to “intent” under a proposed form or revision, 

: be resolved by Inter-Regional’s Forms Committee. : 

In each instance of reference to regional bodies and/or the LEA Committee 
a definite reasonable period of response will be required in order to avoid undue 


a final decision in the area of “calculated risk” as may develop between in- 
tent and language questioned by the LEA Committee shall be determined by 
Inter-Regional executive committee. ae 

1. If this procedure or a revised version is adopted, we urge that a copy be 
furnished the Loss Executives Association and all regional and advisory organi- 
gations Who depend upon Inter-Regional for recommendation and guidance as 

fire and allied lines. 

9, Should the LEA or other bodies make recommendations to any industry 
organization (M.1.C., R.F.S.O., ete.) regarding fire and allied lines coverage, a 
copy of such recommendation should go simultaneously to Inter-Regional for 
information. ; se 

8 We sincerely hope that all bodies dealing directly and indirectly with fire 
and allied lines will give their wholehearted cooperation to the spirit and intent 
of this procedure. 


OcTOBER 28, 1958. 
Mr. Rosert A. DwYeEr, 
Beecutive Vice President, National of Hartford Group, 
1000 Asylum Avenue, Hartford, Conn. 


Deak Bos: In going over the various committees of Inter-Regional with our 
new chairman, Mr. Mays, the “gentlemen’s understanding” which we initiated 
with Edison Electric Institute Insurance Committee was recalled which provides 
that the chairman of the Public Utility Committee would be a member of the 
executive committee of Inter-Regional. 

Because of the expiration of your term on our executive committee Mr. Mays 
has accordingly assumed the chairmanship of the Public Utility Committee but 
has asked that you be strongly urged to continue your service on our committee. 

I have accordingly prepared the enclosed draft of a letter to be sent to the 
members of the Public Utility Committee but before doing so I would like to have 
your acceptance of a continuation of your services on this particular committee. 

I also had in mind that I wanted you to have prior word of this change of 
the chairmanship and I know that you fully understand all of the circumstances 
involved. 

Sincerely yours, 


R. M. BeckwitH, Manager. 


NATIONAL OF HARTFORD GROUP, 


Hartford, Conn., October 29, 1958. 
Mr. R. M. BECKWITH, 


Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 


Deak BECK: I appreciate your thoughtfulness in writing me as you did on 
October 28 relative to the chairmanship of the public utility subcommittee of 
Inter-Regional. 

I fully understand the circumstances and was aware of the fact that it was 
the wish of the executive committee of Inter-Regional that the chairman of the 
Public Utility Committee should be a member of the executive committee. 

If it is the wish of the new chairman, Mr. Mays, that I continue to serve 
asa member of the Public Utility Committee, I shall be glad to do so. 

Sincerely, 
R. A. DWYER, 
Executive Vice President. 


OcToBER 30, 1958. 
To: Public Utility Committee; Messrs. Mays, chairman, Crouch, Dwyer, 
Erhardt, Krieger, Lester, Ross. 

GENTLEMEN: As the members of the Public Utility Committee are aware, the 
understanding reached with the Insurance Committee of Edison Electric Insti- 
tute at the time Central Traction & Lighting Bureau was dissolved was to the 

47932—60——pt. 5——_24 
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effect that the chairman of the Inter-Regional Public Utility Committee y 


‘ " > . ; oul 
be a member of the executive committee of this organization. d 
Because Mr. Dwyer’s term on our executive committee has recently expired 
’ 


Chairman Mays has assumed the chairmanship of the Public Utility Committee 





and coincidentally thereto has requested that Mr. Dwyer retain his membership | Mes: 
on the committee. | Gi 

Accordingly, the Public Utility Committee as recently appointed by Chairman " 
Mays is as noted above. = : 

Yours very truly, | =. 
R. M. Beckwiru, Manager, T 
we ¢ 
VIRGINIA ELECTRIC AND POWER Co., . 
Richmond, Va., November 17, 1958. 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 116 John Street, New York, N.Y. 

Deak Beck: We had a very well attended meeting of our EET Insurane 
Committee in Philadelphia on October 15-16, and among many other items Sun 
of interest to our group freely discussed by various members, was inquiry as by 
to the status of deductible fire insurance and the proposed revision of the elec. ? 
trical apparatus and inherent explosion clauses to provide full electrical break. 7 
down coverage, which matters have been previously discussed with your Utility 
Committee by our rating and forms subcommittee. mt 

There continues to be considerable interest expressed by a substantial segment | 
of our membership in the availability of high deductible fire insurance, anq ners 
reference at the meeting to an address on the subject, “Insurance Sacred Cows” 
by Mr. J. M. Smith, president of the Continental Casualty Co., to the Migq- -_ 
western Independent Statistical Service in Chicago on May 22, 1958, and the 
article appearing in the September 18 issue of the Journal of Commerce by Mr, } 
Ambrose B. Kelly, general counsel of Associated Factory Mutual Companies, Cali 
speaking before the insurance buyers conference of southern California, offered 
encouragement to our members that the question is being given some favorable 
consideration by responsible leaders in the insurance industry. 

Foliowing our letter to you of April 9, 1958, asking for submission of the 
question of deductible fire insurance to your Public Utility Committee, you | Con 


advised under date of May 19, 1958, that your committee had considered the 
matter and concluded that until such time as the stock fire insurance industry 
favors the issuance of excess of loss covers it would be inappropriate for the 
committee to recommend that such a step be taken on a relatively narrow Del 
segment of your business. You also advised that the executive committee of 
Inter-Regional concurred in this view. However, it is the feeling of our con- 
mittee that the two articles referred to above are very soundly conceived and 
indicate the inevitability of this development. The continuous genuine interest Die 
of many members of our group requires us to request that the appropriate com- 
mittees of Inter-Regional be asked to keep this question active in order that we 
may continue to rely upon the stock fire insurance industry to maintain its 
position of leadership in the future, as we feel they have in the past, in providing Mili 
reasonable and realistic property insurance tailored to meet the needs of the 
public utility industry. 

With respect to the proposed revision of the electrical apparatus and inherent 
explosion clauses to provide full electrical breakdown coverage with a possible 
$10,000 deductible, our committee expressed the hope that consideration of this 
matter will be revived, with the specific understanding as previously suggested 
to you, that any such plan would be on an optional and appropriately self-rated 
basis and not a mandatory substitute for the existing clauses. Ke 

If you will take under advisement these suggestions which emanated from 
our insurance committee meeting, it will be greatly appreciated. In this con- 
nection, it would appear desirable if a meeting of our two groups could be le 
arranged for sometime in the near future for a review of these and other matters 
which we have pending with your committee. 

With kindest personal regards and best wishes, I am 

Cordially yours, 


WALTER O. RANDLETT, 
Chairman, E.E.I. Rating and Forms Subcommittee. 
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NOVEMBER 21, 1958. 
COMMITTEE ON RATE LEVEL ADJUSTMENTS 


Messrs. Close, Chairman, Erhardt, Hargrett, Mays, Mountain, Polley. 

GENTLEMEN: At the receut meeting of the Committee on Rate Level Adjust- 
ments it was suggested that we revise and bring up to date a summary of these 
States which have not attained the indicated rate level increase called for by 
the recommended adjustment procedure. 2 

The previous statement was prepared under date of September 10, 1958, and 
we enclose a revised statement dated November 21, 1958. 

Yours very truly, 
R. M. BeckwitTH, Manager. 





INTER-REGIONAL INSURANCE CONFERENCE, NOVEMBER 21, 1958 


Summary of States not having attained indicated rate level increase called for 
by IRIC recommended procedure (term rule revision approved unless other- 
wise noted) 


Overal! 
State indicated Bureau proposed action 
increase 








Percent 

NE os wnnvn-- aR da 8.2) PF RB reported on July 16, 1958 that contemplate filing 3.2 per- 

F cent increased based on old method of rate adjustments as ap- 
proved by its committee. 

PFRB reported Oct. 10, 1958 that 3.0 percent overall Fire increase 
and 50 percent overall ECE increase effected Oct. 1, 1958. 

California. .----------- ats Meelis ond sh _| Bureau calculation of May 6, 1958, based on recommended pro- 
cedure, developed indicated overall decrease of 6.6 percent. 
However, the calculation included an estimated 15.8 percent 
increase effective Nov. 1, 1957, of which 7 percent was for the 
full ultimate effect of revised term rule. 

PFRB reported Oct. 10, 1958 that 1.0 percent overall Fire increase 
and 5 percent ECE increase effected Oct. 1, 1958. 

NEFIRA stated June 21, 1958 that action in this State held in 
abeyance until more important States of Massachusetts and 
Rhode Island, are completed. 

NEFIRA reported Oct. 9, 1958 that plan to proceed with filing 
after November elections. 

Delaware._.------ le 26.0 | MDAFU reported on July 2, 1958 that will await classified ex- 

perience before filing for increase as two large losses in 1957 

cause distortion in overall experience and classified exnerience 

needed for proper distribution of rate changes. As of Nov. 21, 

1958 no further information. 

District of Columbia None | Term Rule revision filed but not yet approved. Commissioner 

recently verbally disapproved this filing. 

| Advised Novy. 18, 1958, revised approach adopted stressing poor 
experience of last 3 years and high expense ratio of latest year 
(1957). Bureau will withhold filing of IRIC procedure but will 
press for Term Rule approval. 

Bureau calculation of May 29, 1958, based on recommended 
procedure, indicated overall 27.5 percent increase for entire 
State. Bureau reported on June 26, 1958, that must await 
classified experience in order to make proper breakdown 
between Cook County and remainder of Illinois, before making 
necessary filings. An overall increase of approximately 5.0 
percent was effected in Cook County on Mar. 17, 1958, based on 
old method of rate adjystments. Burea feels that after 
classified experience is studied, frther increases can be justified. 

WAB reported Oct. 9, 1958, will implement IRIC procedure at 
first opport nity. No further information. 

Kentucky -_----- bese 6.9 | WAB reported on May 29, 1958, that 4 percent increase filed and 
pending. No action yet on revised Term Multiples as filed. 

W AB reports abort 4 percent Fire increase effected Ang. 25, 1958. 
Also approved $50. Deductible, optional, on dwellings. 

yale, dik None | Term R"le not yet approved. Previous held in abeyance due to 

| tnfavorable legislative climate. 

Meeting scheduled for early January with Rate Level Com- 
mittee to discuss matter. 
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Summary of States not having attained indicated rate level increase calj 
by IRIC recommended procedure (term rule revision approved unless 


THE 


wise noted )—Continued 
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ed for 
other. 





State 





Massachusetts _-- 


Mississippi 


Missouri 


Nevada- ---.-- ‘ 


New Jersey-..- 


Ne de Mi inte oo Mins 


Overall 
indicated 
increase 


Percent 
15.9 


13. 6 


9.6 


3 


16.7 





| eee 


Rhode Island...........--- 


MEER cakndelceccescce 


West Virginia. ._-_- 


Wisconsin 


9.7 


17.3 


none 


713 


4.8 


8.5 





Bureau proposed action 


—__—_—__ 


es 


Bureau calculation of April 30, 1958, based on reec 
procedure, indicated overall increase of 15.9 percent eat 
inclded in calculation was a 6.7 percent increase effective J 
20, 1958, based on old method of rate adj-stments. Boreas 
reported June 21, 1958, that does not feel further increase ean be 
obtained until at least a year has elapsed since Jan, 29 1958, 
increase of 6.7 percent. F ’ 

Burean reported on Oct. 10, 1958, that recommended procedure 
will be utilized at first opportynity. No further information 

Burea reported on Nov. 17, 1958, that filing planned for Noy 21 
using 5-year weighted experience and 5-year weighted expense 
average in framework of IRIC procedure. Estimated 10.9 
percent increase shown by use of 5 years data. Term rule not 
approved. 

WAB reported on Oct. 10, 1958 that implementation of IRIO 
eae be made as soon as possible. No further informa. 
tion. 

PFRB reported July 16, 1958 that 8.66 percent increase approved 
for filing by its committee, based on old rate level adjustment 

PPRB reported Oct. 10, 1958 th il crease 

reporte ct. 10, 1958 that overall 9 percent in 
and 82 percent increase ECE effected Oct 1. 1958. ~ 

Bureau stated July 15, 1958 ‘‘we are doing our utmost to come to 
some final conclusion with our Insurance Department”. Term 
rule not approved but has been under discussion with Insurance 
Department. 

Bureau reported Oct. 10, 1958 that made filing. based on IRIO 
procedure, requesting 9.1 percent, Fire increase less 1.3 percent 
for effect of term rule, or a net annual increase of $4,600,000 
No further information. : 

| Bureau calculation of May 29, 1958, based on recommended pro- 

cedure, indicated 16.7 percent increase. WAB reported on 





June 26, 1958 that classified experience needed before making 
filings, to make proper adjustment for two large losses in 1957, 

WAB reported Oct. 10, 1958 that will file on [RIC basis at earliest 
opportunity. No further information. 

Bureau calculation of May 26, 1958, based on recommended pro- 
cedure indicated 9.7 percent increase but included in this caleu- 
lation was an 8.8 percent increase effective Feb. 17, 1958. Bu- 
reau points out that calculation does not include credit for effect 
of revised Term rule. 

WAB reported Oct. 10, 1958 that will file on IRIC basis at earliest 
opportunity. No further information. 

NEFIRA reported on June 21, 1958 that filing will be made about 
June 30, 1958 calling for 9.5 percent increase. 

NEFIRA advised Oct. 10, 1958, that will press, after November 
elections, for action on filing calling for 9.5 percent increase. 

Term rule not approved. Filing delayed until after August 1. 
Bureau is keeping in touch with situation. No further informa 
tion. 

Bureau calculation of June 20, 1958 based on recommended pro- 
cedure indicated increase of 7.1 percent. Included on this 
calculation was 9.18 percent increase effective Jan. 1, 1958, based 
on old method of rate adjustment. Note: A decrease of 1.67 
percent was approved effective July 12, 1958. 

Term rule not approved. 

Term rule approved Oct. 1, 1958, with compensating reductions 
in annual rates, based on former method of rate level adjust- 
ment. Net effect, 3.9 percent reduction fire. Also, deferred 
premium payment plan approved. 

Bureau calculation of May 9, 1958, based on recommended pro- 
cedure indicates 29.2 percent increase. Bureau points out that 
a catastrophe loss is included in 1957 figures. If only 10 percent 
of catastrophe loss is included, indicated increase is 15.4 percent. 

Bureau reported Oct. 22, 1958, will file overall increase 6.9 percent 
fire. Increase based on effect of term rule and increase in 
minimum premiums as well as certain class revisions. 

WAB has adviced previously that court decision will delay 
implementation of any action either on rate adjustments or 
term rule. 
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FIREMAN’S FUND INSURANCE Co., 
San Francisco, Calif., December 9, 1958. 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 
Re weighted average rating plan. 

Dear Beck: Do you have a current listing of the names of States who have 
adopted the IRIC weighted average rating formula? If such information is 
available it would be greatly appreciated. 

I currently have in my possession a copy of a summary you prepared on Sep- 
tember 10, 1958, listing 21 States and Territories that had not attained indicated 
rate levels called for by the IRIC recommended procedure. While I might assume 
from that listing that all other States had attained the rate levels called for by 
the weighted average formula I would appreciate the benefit of your confirmation. 

Yours very truly, 
Frep M. Morascu, Vice President. 


DECEMBER 11, 1958. 
Mr. Frep M. Morascu, 
Vice President, Fireman’s Fund Insurance Co., 
San Francisco, Calif. 
WEIGHTED AVERAGE RATING PLAN 


Dear Frep: In answer to your inquiry of December 9, I can inform you that 
in the case of all rating organizations except Texas we have received indications 
that they fully plan to put into effect the recommended Inter-Regional Insurance 
Conference rate level adjustment procedure. 

The following rating organizations have either made filings or have achieved a 
rate level adjustment which is based on that procedure: Idaho, New York, New 
Jersey, Vermont, Mississippi, West Virginia, Arkansas. 

It must be appreciated that in a number of rating jurisdictions the expressed 
intent to adopt the procedure has not as yet been implemented and this, for 
example, is true we believe throughout the Middlewest although our committee 
has been assured that early steps toward that implementation will be made in 
certain States in that field. 

The States not listed on the September 10 summary to which you refer were 
States which either had not indicated rate level change or which had an indicated 
rate level decrease. 

The enclosed revised summary dated November 21, 1958, should be viewed as 
superseding the September 10 summary to which you make reference. 

Yours very truly, 
R. M. BeckwitH, Manager. 


FIREMAN’S FUND LETTER RE WEIGHTED AVERAGE PLAN 


All States (except Texas) have indicated that they eventually plan to use 
IRIC recommended procedure. 

The following States have either made filings or achieved a rate level adjust- 
ment based on IRIC procedure: 

Idaho: 2.1 percent decrease (IRIC plan used as basis for arriving at indicated 
change). 

Mississippi: Filed IRIC procedure for approval of procedure before using it 
tomake rate level adjustment filing. 

New York: 4.2 percent increase, effective June 16, 1958. Slight modifications 
in IRIC procedure as filed. 

West Virginia: 6.5 percent increase filed using IRIC procedure. Still under 
discussion. 

New Jersey: 9.1 percent increase filed using IRIC procedure. Still under 
discussion. 

Arkansas : 6.9 percent increase, effective September 1, 1958. 

Vermont: 14.6 percent reduction, effective December 2, 1958. 

The States not listed on our September 10 summary were States which either 
had no indicated change or which had an indicated decrease. 


The enclosed summary dated November 21 supersedes the September 10 
summary. 
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RATE LEVEL COMMITTEE MEETING JANUARY 5TH AND 6TH, 1959 


We feel that in view of our request to meet with the representatives of ratin 
bureaus here today there should be no misunderstanding as to the intent of this 
meeting. The Rate Level Adjustment Committee neither directly nor indirectly 
means to imply any personal criticism of rating bureau committees or managers 
over the lack of progress in the matter of fire rate adjustments, the use of Inter. 
Regional’s recommended weighted average formula or the delays that may have 
been occurred through the development of local problems. We would, however, 
be less than candid if we did not say that these delays and problems are a source 
of mounting concern on the part of executives of members of the conference. 

For reasons we will comment on later we did feel it might be helpful if we 
could directly review with you whatever problems that do exist toward the eng 
of finding a solution. We fully appreciate such solutions may well require care. 
ful consideration of calculated risks in certain areas. 

It is our hope that through personal discussions we can determine the best 
course to pursue toward the end that our member companies may receive the 
greatest benefit at the earliest date. 

You must realize it is difficult for the majority of our member companies to 
know how much time, thought, and effort has gone into the attempt to secure 
adequate rates properly related to our basic principles, particularly in the areas 
of trend consideration through a weighted average approach and the 6 percent 
profit factor, since they are not on either Inter-Regional or bureau management 
committees. 

As a result, this committee has been under constant pressure and subject to 
much criticism due to the feeling in many quarters that we have not accomplished 
enough in the period of time involved. 

While we are naturally concerned in view of this development, we do not 
suggest nor propose that we make any revision in our original determination 
that we would approach this matter in an orderly and intelligent fashion upon 
supportable statistics used within our basic principles previously mentioned. 

This committee continues to have grave concern with respect to the adequacy 
of our rates. 

Without belaboring the various schools of thought as to whether inflation will 
rise at a moderate or accelerated rate in the very near future, there appears 
to be little doubt that our rates must have trend weighting if they are to be 
anywhere near adequate. 

In other words, item 7 of our basic principles, i.e. : 

“Due consideration shall be given to loss experience, expenses and all other 
relevant factors within and outside the State, including the important element 
of informed judgment and the reflection of all developments and trends which 
may affect prospective loss experience and expenses.” 


grows increasingly important and imperative with each passing day. 


Under date of April 11 we requested you furnish us with the results produced 
in your individual rating areas through the application of the recommended rate 
level adjustment procedure. 

At that time we set forth in item 1 the objectives we honed to attain through 
the use of this procedure. Perhaps it would be timely to review those objectives: 


“OBJECTIVES 


“Tt is the purpose of this procedure to determine in a reasonable and uniform 
manner the overall fire underwriting experience within the State and the indi- 
cated overall fire rate level adjustment, in reflection of the nationwide recom- 
mended basic principles—rate level adjustments and consistent with applicable 
statutory requirements. The weighting of the overall earned fire premiums ad- 
justed to reflect current rate levels over a period of 6 vears is contemplated, as 
well as the weighting of incurred losses for the same period. This weighted loss 
ratio method, previously recommended as appropriate and reasonable on the 
basis of considered judgment, is designed to enhance the effect of the exnerience 
of the more recent vears in order to provide a more accurate reflection of the ex- 
nerience as of the date of the rate level review. The indicated overall fire rate 
level adjustment, if any, will serve as a guide to such revisions in class or sched- 
ule rate levels within the States as are felt to be appropriated and desirable in 
reflection of the classified experience. 
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“Jt is also the purpose of this procedure to utilize to the maximum extent 
the pertinent and available loss and expense statistics developed by the Actuarial 
Bureau of the National Board of Fire Underwriters, including the early overall 
data newly available for the immediate past year. This latter arrangement will 
nimize the delay otherwise unavoidable due to the time required for develop- 


” 


ni wie : 
7 ent of annual classified experience. 


mWe continue to feel very strongly that our ultimate objective is to achieve 
nationwide in all rating jurisdictions a consistent application of the recom- 
mended pasic principles. : ; ; a 

It is proper that we again emphasize that the recommended basic principles 
and weighted average approach is not a matter of staff or committee determina- 
tion, but rather represents the considered conclusion of our member companies. 

Stock fire insurance companies not only need the establishment of equitable 
rate levels but also require that their establishment must be accomplished in a 
consistent manner. ; : ; 

In the deliberations of the special committee of company actuaries to develop 
an appropriate and satisfactory method for reflecting trend in the adjustment of 
rate levels, they used a framework of the following four basic considerations : 

1. The procedure must be within the framework of the various rate regulatory 
laws; 

9 The procedure must conform to the basic principles on rate level adjust- 
ments as promulgated by Inter-Regional ; 

3 The procedure must be one which would develop sound rate levels when 
consistently followed from one year to the next under both favorable and ad- 
yerse underwriting conditions ; 

4, The procedure should be readily explainable and easily justified both to the 
public and to State supervisory authorities, and to the greatest extent possible 
should be based upon the actual experience of the insurance carriers for the 
fire hazard. 

Notwithstanding some criticisms, we continue to feel that the weighted aver- 
age approach recommended by this group of actuaries and approved by Inter- 
Regional’s executive committee more nearly fits this framework than any other 
available means and that we must introduce it into all rating jurisdictions if we 
hope to develop adequate rates. 

Certainly in attaining our objectives we cannot ignore either politic or public 
relation or reaction. There is very definite need of care and thoughtful approach 
in both areas. 

One of the outstanding jobs effected in this respect was the manner in which 
the South Carolina Inspection and Rating Bureau handled their substantial in- 
crease in fire rates effective September 1. 

Their program included advertisements in daily and weekly newspapers in- 
forming the public why fire insurance costs had been increased. In addition, a 
well-thought-out bulletin to the agents explained the need for the increases and 
a well-thought-out and prepared statement entitled, “How Fire Insurance Rates 
Are Made.” 

At our request, Mr. Beckwith has sent copies of this material to all rating 
bureau managers. 

While you are with us we would also like to discuss the extended coverage 
problem. 

As you are probably aware, underwriting results of stock companies on the 
extended coverage line have been most unsatisfactory during the past 10-year 
period. From 1948 through 1957 inclusive the loss ratio on an earned premium- 
incurred loss basis without adjustment expense is 58.4 percent. Nine percent 
should be added to this figure for loss adjustment expense, which adds up to a 
total of 67.4 percent for loss and loss adjustment expense. The addition of a 
conservative figure of 45 percent for other expenses brings the total to 112.4 
percent. This of course results in an approximate 12 percent underwriting loss 
for this period which, applied to the 10-year earned premiums of approximately 
$ billion, results in an actual underwriting deficit on this line of business by 
companies reporting to the national board of around $360 million during this 
l0-year period. In the case of many companies, this result has wiped out the 
entire profit on a much larger volume of pure fire premiums. 

It is readily apparent that whatever progress we may make in securing proper 
fire rates will be nullified unless we make commensurate improvement in our 
extended coverage results. 

This brief broad preliminary statement will, we hope, set the basis for dis- 
cussions with each of you individually. We feel we can accomplish more and 
make our decisions more interesting and pertinent by proceeding in this fashion. 
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EpIsOoN ELECTRIC INSTITUTE INSURANCE COMMITTEE 
RATING AND FORMS SUBCOMMITTEE 


W. O. Randlett, chairman, manager, Insurance Department, Virgini 
and Power Co., Richmond, Va. cinia Electric 

A. L. Benjamin, director of insurance, the Cincinnati Gas & Electric Co. Fourth 
and Main Streets, Cincinnati, Ohio. ? 


York, N.Y. 
R. D. Constable, manager, System Insurance, Niagara Mohawk Power Corp., 309 
Erie Boulevard West, Syracuse, N.Y. "1 
J. L. Kennedy, insurance analyst, Rate and Economic Research De 
Rochester Gas and Electric Corp., 89 East Avenue, Rochester, N.Y, 
R. R. MacKay, Jr., manager, Insurance Department, Philadelphia Electric Co 
1000 Chestnut Street, Philadelphia, Pa. ¥ 
A. W. Reid, director of insurance, American Electric Power Service Corp., 30 
Church Street, New York, N.Y. r 


partment, 


ProcraM To Permit INTER-REGIONAL INSURANCE CONFERENCE To PEeRrorm Ratz 
ADVISORY FUNCTIONS FOR WHICH IT WAS CREATED 


Inter-Regional Insurance Conference was organized approximately 5 years ago 
to serve as the nationwide advisory organization in the field of ratemaking for 
fire and allied lines. The constitution of Inter-Regional states that the object of 
the conference is: “To assist property insurance rating and advisory organiza. 
tions in the conduct of their affairs.” The constitution goes on to say that, in 
furtherance of this objective, this Conference shall: 

“(a) Give particular attention to assisting in the coordination of the 
activities of the organizations served in recognition of the nationwide char. 
acter of the insurance business and the desirability of avoiding unjustifiable 
variations in insurance contracts and rating practices nationwide; 

“(b) Provide a focal point for the discussion and study of the problems 
of the organizations served ; 

“(c) Conduct such studies and research and perform such other functions 
as are necessary and pertinent to the stated objective.” 

For a variety of reasons the functions of Inter-Regional have not been fully 
implemented, and as a result the business has not realized the full potential of 
the conference even though its accomplishments to date have been considerable. 
In acknowledgment of the rather general feeling that everything reasonable and 
practical should be undertaken immediately to accomplish necessary and desira- 
ble economies and efficiencies in our fire rating and advisory organizations, and 
in lieu of the abandonment of the traditional national advisory approach to fire 
rating problems, the following program is proposed to enable Inter-Regional to 
carry out the above stated objectives : 

1. Agendas for and minutes of all meetings of the executive committee of 
Inter-Regional Insurance Conference will be furnished regularly to all fire 
advisory and rating organizations which in turn will be requested to furnish 
agendas for and minutes of all meetings of their rating, forms, and governing 
(executive) committee meetings. 

2. Advisory and rating organizations will be requested to furnish Inter-Re 
gional regularly with current audits of financial accounts and copies of financial 
statements including reports of income and disbursements not less frequently 
than annually (but more often if such reports are regularly prepared for the 
information of committees or for the membership). 

3. Advisory and/or rating organizations will be requested to furnish Inter- 
Regional with copies of proposed changes in forms, rating formulas, schedules, 
and procedures prior to adoption. 

4. Advisory and/or rating organizations will be requested to furnish Inter- 
Regional with copies of annual rate reviews and proposed rate adjustments prior 
to filing. 

5. Rating and advisory organizations will be requested to advise Inter-Re 
gional of any proposed studies or research projects they are contemplating 
before actually engaging therein that Inter-Regional may inform them of any 
similar or duplicate studies that have been made or are underway in other 


| 


I. M. Carpenter, insurance manager, Ebasco Services Inc., 2 Rector Street, New | 
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yrisdictions, and Inter-Regional will give like information to rating and ad- 
isory organizations as respects their research projects. 

: Inter-Regional through its staff and committees will review all of the above 
material for the information of the Inter-Regional executive committee and will 
determine whether action proposed by advisory and/or rating organizations 
conforms to principles and procedures recommended by Inter-Regional. The 
Inter-Regional executive committee will consider those cases where there are 
significant departures and will prepare appropriate recommendations relating 
thereto. Review of such material by Inter-Regional will be done promptly so 
as not to interfere with the prompt functioning of rating and advisory organiza- 


ee recognized that the present staff of Inter-Regional probably is inadequate 
to do all of this work and that, if this program is adopted, the staff probably 
will have to be enlarged. It is recognized also that selling this program to the 
regional and advisory organizations cannot be done by mail but will require the 
rsonal attention and wholehearted support of members of the executive 
tee. 
Fae enlarged program is adopted by the Inter-Regional executive commit- 
tee, it is proposed that it be first put in effect in those States comprising the 
major regional rating and advisory jurisdictions. In States where there are 
statutory rating bureaus or where peculiar local problems exist, separate con- 
ferences with governing committees will be necessary to determine what, if any, 
modifications of the foregoing plan will be necessary. 
January 12, 1959. 


INTER-REGIONAL INSURANCE CONFERENCE 


MEETING, BOARD OF GOVERNORS FEBRUARY 10, 1959 


Present: Board of governors—Messrs. K. E. Black, W. J. Christensen (repre- 
senting Mr. W. B. Rearden), Nicholas Dekker (representing Mr. J. V. Herd), 
J. H. Dillard (representing Mr. J. F. Crafts), L. C. Hall (representing Mr. L. 8. 
Harvey), R. H. Lange (representing Mr. J. C. Hullett), E. J. Martin (represent- 
ing Mr. J. A. North), H. M. Mountain (representing Mr. C. L. Allen), W. E. 
Newcomb, W. L. Nolen, 8. D. Parker (accompanied by Mr. H. 8S. Bush), A. L. 
Ross, R. B. Shepard, Jr. (representing Mr. A. B. Jackson), Clarke Smith (ac- 
companied by Mr. J. L. Erhardt), M. F. Wallace (representing Mr. H. W. 
Miller). 

By Sibiation : Executive committee—Messrs. S. G. Browning and F. Dorsey 
(representing Mr. J. H. Bibby), J. H. Dillard, J. L. Dorris, R. W. Eager (repre- 
senting Mr. F. W. Boyle), Felix Hargrett, P. S. Keeler, E. J. Martin, M. W. 
Mays, L. M. Michel, H. W. Mountain, E. N. O’Beirne, Jr., M. F. Wallace (repre- 
senting Mr. T. B. Kelley). 

Also: Messrs. R. M. Beckwith, J. R. Berry, C. P. Butler, L. A. Vincent. 

Mr. Milton W. Mays was elected chairman for the purpose of conducting the 
meeting of the board of governors and Mr. R. M. Beckwith was elected secretary. 

Chairman Mays referred to rules of procedure respecting voting as contained 
in the constitution of Inter-Regional Insurance Conference and it was unani- 
mously agreed that the voting procedure set forth in the constitution would be 
applicable for the purposes of this meeting. 

Upon call of the Chair, Mr. K. E. Black, chairman of the Special Committee 
on National Rating Organization of the National Board of Fire Underwriters, 
read a statement relative to a proposal for a national ratemaking organization. 
This statement was not presented for the record and a copy, therefore, is not 
available. 

After discussion, including references to a program for implementing the ad- 
visory functions of Inter-Regional, it was moved by Mr. Newcomb and duly 
seconded that a meeting of the membership of Inter-Regional be arranged as 
s00n as practical. This motion was carried unanimously. 

Mr. H. M. Mountain then presented a memorandum entitled “Program To 
Permit Inter-Regional Insurance Conference To Perform Rate Advisory Func- 
tions for Which It Was Created.” There was considerable discussion as to 
whether this memorandum should be referred by the board of governors to 
the Inter-Regional executive committee. Finally it was agreed that the dis- 
cussion had adequately developed the views of the members of the board of 
governors and that formal referral to the executive committee was not necessary. 

There being no further matters to come before the meeting, it was, upon motion 
duly seconded, adjourned. 
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INTER-REGIONAL INSURANCE CONFERENCE 
New York, N.Y., February 24 1959 

Mr. Mitton W. Mays, sana 

Vice President, America Fore Loyalty Group, 

80 Maiden Lane, New York, N.Y. 

DEAR MILT: I enclose our file copy of the minutes of that board meeting which 
was held on February 10 and I am particularly disturbed by the last Sentence j 
the third paragraph on page 2 which reads: “Mr. Black made no recommenda. 
tion or suggestion other than that a meeting of the Inter-Regional membership 
be called.” J 

You will perhaps recall that the notes which I drew stated: “Upon call of the 
Chair Mr. K. E. Black, chairman of the Special Committee on Nationa] Ratin 
Organization of the national board presented a statement containing a propogg} 
that a membership meeting of Inter-Regional be arranged as soon as practicapje 
to ascertain whether the members of Inter-Regional Insurance Conference are 
prepared to enlarge the scope of the conference’s services and activities by also 
functioning as a rating organization on fire and allied lines, with potential power 
for all jurisdictions nationwide.” 

It is my memory that the above did not constitute a motion but I do feel that 
it is a more accurate reproduction of that which transpired than is the thirg 
paragraph of the notes that you drew. 

I would appreciate your comments so that I can get our file copy of these 
notes in order. 

Sincerely yours, 
Roya M. BeckwitHu, Manager, 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., February 17, 1959, 
To Members of Inter-Regional Insurance Conference. 


GENTLEMEN: The board of governors of Inter-Regional Insurance Conference 
at a meeting in New York on February 10, 1959, on motion duly made and 
seconded, voted unanimously to request a meeting of the membership of the 
conference as soon as practical. The resolution did not specify an order of busi- 
ness. Accordingly a special meeting of the membership of Inter-Regional Insur- 
ance Conference is hereby called for 10:30 a.m., March 25, 1959, in the meeting 
room of the New York Board of Fire Underwriters, second floor, 85 John Street, 
New York City. 

As a matter of information there is enclosed a copy of a letter dated January 
9, 1959, from General Manager Vincent of the National Board of Fire Under- 
writers to Chairman Mays which will be presented for consideration. 

Very truly yours, 
R. M. BeckwirtH, Manager. 


THE NATIONAL BoArD OF FIRE UNDERWRITERS, 
New York, N.Y., January 9, 1959. 
Mr. Mitton W. Mays, 
Chairman, Executive Committee, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 

Dear Mr. Mays: Chairman Black of our Special Committee on National Rating 
Organization has asked that we advise you of the action by our executive com- 
mittee on December 11, 1958, in unanimously adopting the following resolution 
which was presented by the special committee: 

On March 4, 1958, a substantial majority of the members voted in favor of 
national rating in the national board. However, several expressed a preference 
that such function be performed outside the national board though that choice 
was not afforded by the limited order of business before the meeting. In the 
interest of even broader harmony the special committee now recommends to the 
executive committee the following program: 

Resolwed, That the Special Committee on National Rating Organization en- 
deavor to ascertain whether the members of Inter-Regional Insurance Con- 
ference are prepared to enlarge the scope of the conference’s services and activi- 
ties by also functioning as a rating organization on fire and allied lines, with 
potential power for all jurisdictions nationwide, and, to that end, confer with 
the board of governors of the conference; and be it further 
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Resolved, That should the conference call a special membership meeting for 
a yote on the aforesaid proposition, the president is requested to issue a notice 
for a special membership meeting of this board, to convene immediately follow- 
ing and at the same place as the conference meeting, to give further considera- 
tion to their action of March 4, 1958, in the light of any action taken by the con- 
ference members. 

Very truly yours, 
L. A. VINCENT, General Manager. 


INTER-REGIONAL INSURANCE CONFERENCE 
SXECUTIVE COMMITTEE MEETING MARCH 4, 1959 


present: Messrs. Mays, chairman, Boyle, Browning (representing Mr. Bibby), 
Dillard, Hargrett, Keeler (accompanied by Mr. Schreiner), Kelley, Mountain, 
O'Beirne, Beckwith, Butler, Ploucquet, Sorensen. 

Chairman Mays presided. 

1. Amount of Insurance Clause—Ohio.—A communication from the secretary 
of the managing committee of the Ohio Inspection Bureau together with a pro- 

amount of insurance clause and proposed rules therefor, having been previ- 
ously distributed to the committee, the members were requested to express them- 
selves concerning the desirability of acquiescing in the proposal that an amount 
of insurance clause applicable to churches, schools, public buildings, banks, 
offices and housing projects be adopted for use in the State of Ohio in the light 
of a filing made by an independent company which was recently approved by 
the Ohio Insurance Department. 

In discussing the proposal the committee was unanimous in expressing the 
feeling that the proposed rules, if adopted, should explicitly indicate that the 
insuring company is responsible for determining the amount of insurance to be 
inserted in the clause and further that eligible risks are to be inspected annually 
by the insuring company. 

In the discussion that ensued the members of the committee deplored the 
apparent necessity for taking the proposed step which, it is felt, constituted to 
adegree a breakdown of the important coinsurance requirement. However, upon 
conclusion of the discussion it was moved, seconded, and carried that it was the 
sense of the executive committee that if the proposed rules are revised as indi- 
cated above, Inter-Regional Insurance Conference is not disposed to interpose 
an objection to the filing of the proposed plan in the State of Ohio; and in so 
expressing itself the hope was voiced that the matter can be limited to that State. 

Il. Inter-Regional Insurance Conference—Mr. Mays read a statement in- 
corporating certain concrete recommendations designed to strengthen the ad- 
visory organization functions of Inter-Regional. 

Mr. Hargrett then presented a statement which reviewed the consideration 
of the question of establishing a national fire rating organization which has 
transpired in the National Board of Fire Underwriters and also at a February 
10 meeting of the board of governors of Inter-Regional Insurance Conference. 
He urged that since the national board special committee is proposing this 
matter to the members of Inter-Regional instead of to the executive committee, 
it would be improper for the executive committee to take a position on or even 
discuss the proposal that Inter-Regional be changed into a rate making bureau. 

In the ensuing discussion various views were expressed concerning the de- 
sirability of the executive committee of Inter-Regional presenting to the mem- 
bers a statement, or statements, representative of the two viewpoins on this 
question that have come to the attention of the executive committee. 

At this point Mr. Hargrett raised a question concerning the desirability of 
promptly mailing a resolution captioned ‘‘Resolution for Inter-Regional Insur- 
ance Conference Membership Vote, as Proposed by National Board Special Com- 
mittee” to the members prior to the transmittal of the proposed statements 
referred to above. 

The chairman stated that the resolution in question will be sent to the mem- 
bers together with other material pertinent to the subject. 

Mr. Hargrett then moved that: Recognizing the right of the membership to 
resolve for itself the questions which will come before it at the special meeting 
called for March 25, 1959, and having complete confidence in the membership’s 
ability to make that determination, the executive committee take no position 
prior to that meeting with respect to these questions. 
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This motion, being duly seconded, was declared lost on a recorded Vote 
three in favor, four opposed, and one abstaining. bl 

Mr. Hargrett thereupon inquired as to why the chairman had not 
members the resolution captioned “Resolution for Inter-Regional Insurance 
ference Membership Vote, as Proposed by National Board Special Committee” 
as requested by Mr. Kenneth E. Black, chairman of the national board g 
committee. The chairman responded that he had written to Mr. Black 
ing his permission to send to members at the same time copies of Mr, Black's 
letter of transmittal and was awaiting a reply. Thereupon Mr. Hargrett pp. 
quested that the correspondence exchanged between the chairman and Mr 
Black be read to the meeting. Mr. Mays read as follows: : 


Sent to 


“FEBRUARY 19, 1 
“Mr. M. W. Mays, 7. 


“Chairman, Inter-Regional Insurance Conference, 
“New York, N.Y. 


“Dear Sir: Returning to my office today I find Manager Beckwith’s Notice of 
a special meeting of the membership of the conference on March 25, 1959, | 
am unwilling to subscribe to the notion that upwards of 2 dozen senior execy- 
tives spent 2 hours in a meeting on February 10 and accomplished the gr: 
total of calling a special membership meeting without an order of business, 

“The only proposal made at that meeting was the one I formally presented 
at the outset. The last thing I said before reading the form of resolution wag: 
‘. . . it is now proposed that your chairman call a special meeting of the mem. 
bers for a vote on the following resolution, in the form approved by the national 
board special committee.’ After reading the resolution for membership Vote, 
I next said that ‘A copy of the foregoing resolution should go with the call of 
the meeting, together with a copy of Mr. Vincent’s letter of January 9, 1950, 
to your chairman, Mr. Mays.’ 

“To guard against the possibility that you might not have received the resolp. 
tion which appeared in the minutes of the national board special committee, on 
February 5, I handed you a copy of the reolution and told you that at the 
February 10 meeting I was going to propose that it be sent to the members of 
the conference with the notice of their meeting. 

“Inter-Regional’s meeting notice does not truly reflect what transpired on 
February 10. On its face it is incomplete. It can only be confusing to those 
present with the group on February 10 who certainly understood they would 
receive a copy of the proposed resolution. It will positively mislead those who 
were not present. 

“I insist that the members be promptly supplied with the resolution they will 
be expected to vote on, and for your convenience attach another copy of it. 

“Yours truly, 


‘““KENNETH E. BLack, President.” 


“FEBRUARY 24, 1959. 
“Mr. KENNETH E. BLACK, 


“President, The Home Insurance Co., 
“New York, N.Y. 


“DEAR Mr. BLack: Mr. Mays was out of town when your letter of February 
19 was delivered here by hand. Since his return I have been able to acquaint him 
with the contents. He has several full days of meetings but he asked me to ac- 
knowledge your letter in his behalf and to say that he will respond as soon as 
possible. 

“Very truly yours, 
“JOSEPHINE WADDELL, 
“Secretary to Mr. M. W. Mays.” 


‘“FEBRUABY 27, 1959. 
“Mr. KENNETH E. BLAcK, 


“President, The Home Insurance Co., 
“New York, N.Y. 


“Dear Mr. BLack: This is in response to your letter of February 19, 1959. 

“When you preferred not to furnish the secretary with a copy of your remarks 
at the Inter-Regional board of governors meeting on February 10, 1959, it seemed 
inappropriate for me to circulate the resolution of the national board special com- 
mittee which you read and of which you had given me a personal copy when | 
was in your office several weeks ago. 
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“J am now happy that you have transmitted this resolution to me officially 
and that you propose its distribution to members of Inter-Regional Insurance 
erence. I will send copies of this resolution together with other pertinent 
material to members of Inter-Regional following the March 4, 1959, meeting of 
the executive committee. So as to avoid possible misunderstanding, I should 
like to have your permission to circulate at the same time copies of your letter 
of February 19, 1959. In addition you might wish me to inform members of 
Inter-Regional of the vote by the national board special committee on this 

lution. 

“Very truly yours, 
“MILTON W. Mays, Chairman.” 


Mr. Hargrett then moved that the chairman be requested to send to members, 
no later than March 5, 1959, and without accompanying material, the resolution 
captioned “Resolution for Inter-Regional Insurance Conference Membership Vote, 
as Proposed by National Board Special Committee” which was officially trans- 
mitted to him by letter of the chairman of the national board special committee 
dated February 19, 1959. This motion was seconded and carried. 

Following this action the committee again turned to the matter of the desir- 
ability of informing the membership as fully as possible through the medium of a 
statement showing the advantages of both proposals, i.e., that Inter-Regional 
be constituted as a national rating body and, that the advisory organization func- 
tions of Inter-Regional be strengthened in lieu thereof. Messrs. Dillard and 
Mountain having expressed themselves as being prepared to draft such a state- 
ment, it was the understanding that they would do so and that the statement 
would be transmitted to the membership of Inter-Regional prior to the March 25, 
1959, special meeting of the membership. 

Ill. Committee on Rate Level Adjustments.—Chairman Close of the committee 
on rate level adjustments appeared and referred to the forthcoming meeting on 
March 10 and 11 with regional and rating organization managers and chairmen 
and especially requested that the members of the executive committee plan to be 
present if possible, particularly for that portion of the program devoted to the 
committee on rate level adjustments. 

He described briefly a report which he has prepared for delivery at this meet- 
ing at 10 a.m. on March 11. 

He then described consideration that is being given by the committee to a 
suggestion made by two of the regional managers as well as by the committee of 
actuaries that expenses be related to written premiums instead of to earned pre- 
miums as is provided for in the currently recommended rate level adjustment 
procedure. Certain views which have been expressed by General Counsel Berry 
were referred to concerning the possible impact of this change on the position 
of the industry as taken in 1948 in conjunction with the profit formula and it 
was concluded that further full and careful consideration of this important prob- 
lem must be attained prior to any recommendation for a revision. 

He also informed the executive committee that the committee on rate level 
adjustments recommends that the period for extended coverage endorsement 
statistical review for ECE rate level adjustments as provided for in the rec- 
ommended basic principles be not less than the most recent 15-year period where 
available, in lieu of the most recent 10-year period currently recommended. 

Upon motion duly seconded, this proposed change was unanimously approved 
by the executive committee. 

IV. California Senate Bill No. 796.—Correspondence with the board of fire 
underwriters of the Pacific was read referring to a bill which has been introduced 
in the California Legislature to provide that no policy of fire insurance, after its 
issuance and before its expiration, shall be modified in any manner which dimin- 
ishes the liability of the insurer unless a refund or rebate of premium is made. 

It was understocd that this matter has arisen primarily because of the rela- 
tively recent adoption of revised dwelling forms which exclude landslide and 
that corresponding forms formerly in effect did not exclude this peril. 

It was further explained that the promulgation of the revised dwelling forms 
was accompanied by a Pacific Fire Rating Bureau rule specifically to the effect 
that any additional amounts of insurance shall be subject to the revised, more 
restrictive forms. 

The correspondence from the manager of the Pacific board indicated that the 
Instrance Brokers Exchange of California is seeking to ascertain the position of 
the Pacific board on this matter and the Pacific board, in turn, is requesting a 
recommendation from Inter-Regional. 
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The executive committee, upon motion duly made and seconded, requested that 
the national board be informed that in the view of the executive committee the 
legislation referred to should be opposed and. it was further requested that the 
matter be brought to the attention of Inland Marine Insurance Bureau and the 
National Bureau of Casualty Underwriters. 

It was also, upon motion duly made and seconded, the position of the execu. 
tive committee that a recommendation be made to the Pacific board that ey 
effort be made to support the rules as currently promulgated by the Pacifie F 
Rating Bureau. 

V. Electrical Appcratus Clause.—Reference was made to certain studies which 
have been prepared following conferences with regional bodies and Loss Execy- 
tives Association designed to accomplish certain revisions in the electrica] ap- 
paratus clause applicable to the dwelling building(s) special form, the dwelling 
building(s) and contents—broad form as well as the basic dwelling and contents 
form. It was suggested by the committee that this study be referred to the 
forms committee of Inter-Regional for consideration and thereafter be referreq 
to the executive committee for study prior to the next meeting. 

It was also requested that the chairman of the committee on rate level] adjust- 
ments take occasion to inform the organization chairmen and managers at the 
meeting on March 11 that this matter is currently under intense study and that 
it is contemplated that a recommendation will be forthcoming shortly. 


ery 
‘ire 


R. M. Beckwirn, Secretary. 


Marci 13, 1959. 
Mr. Hargrett telephoned me today and challenged the truth and the accuracy 
of the item II minute contained in the executive committee minutes of March 
4, 1959. 


THE HOME INSURANCE Co., 
New York, March 18, 1959. 
Mr. R. M. BeckwirTH, 
Manager, Inter-Regional Insurance Conference, 
116 John Street, New York, N.Y. 

Dear Mr. BEcK WITH : Exception is taken to the accuracy of the minutes of the 
Inter-Regional Executive Committee meeting of March 4, 1959. As they pertain 
to item II, they do not fairly or truly portray the tenor of the meeting. 

Yours very truly, 
FELIx HarGrett, Vice President. 


MARCH 138, 1959. 
Mr. FELIx HARGRETT, 


Vice President, The Home Insurance Co., New York, N.Y. 

DeaR Mr. HAarerett: This is to acknowledge receipt of your letter of March 
18 in which you advise me that exception is taken to the inaccuracy of the 
minutes of the Inter-Regional executive committee meeting of March 4, 1959, as 
they pertain to item IT. 

Your letter will be made a part of our official file of these minutes, 

Yours very truly, 
R. M. BeckwitH, Manager. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, March 10, 1959. 
To: Companies members of the National Board of Fire Underwriters. 


GENTLEMEN: Pursuant to action of the executive committee at meeting on 
December 11, 1958, President Miller has called a meeting of the membership 
for Wednesday, March 25, 1959, at 11:30 a.m. This meeting will be held in 
New York board room, second floor, 85 John Street, New York, following adjourn- 
ment of meeting of the membership of Inter-Regional Insurance Conference 
that has been called for 10:30 a.m. that same date and place. To guard against 
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the sibility the Inter-Regional meeting might not be completed by 11:30, 
you are invited to make use of the executive committee room on the 12th floor 
where reports will be made on the adjournment of the Inter-Regional meeting. 

This action is in accordance with the resolution of our Special Committee on 
National Rating Organization in which our executive committee concurred, a 
copy of which is enclosed. Also enclosed is a copy of the resolution upon which 
Inter-Regional membership is expected to vote. 

Very truly yours, 
L. A. VINCENT, General Manager. 


RESOLUTION ADOPTED BY THE EXECUTIVE COMMITTEE OF THE NATIONAL BOARD OF 
; Fire UNDERWRITERS, DECEMBER 11, 1958 


On March 4, 1958, a substantial majority of the members voted in favor of 
national rating in the national board. However, several expressed a preference 
that such function be performed outside the national board though that choice 
was not afforded by the limited order of business before the meeting. In the 
interest of even broader harmony the special committee now recommends to the 
executive committee the following program: 

Resolved, That the Special Committee on National Rating Organization en- 
deavor to ascertain whether the members of Inter-Regional Insurance Conference 
are prepared to enlarge the scope of the conference’s services and activities by 
also functioning as a rating organization on fire and allied lines, with potential 
power for all jurisdictions nationwide, and, to that end, confer with the board 
of governors of the conference ; and be it further 

Resolved, That should the conference call a special membership meeting for a 
yote on the aforesaid proposition, the president is requested to issue a notice for 
a special membership meeting of this board, to convene immediately following 
and at the same place as the conference meeting, to give further consideration to 
their action of March 4, 1958, in the light of any action taken by the conference 
members. 





RESOLUTION FOR INTER-REGIONAL INSURANCE CONFERENCE MEMBERSHIP VOTE, AS 
PROPOSED BY NATIONAL BOARD SPECIAL COMMITTEE 


Resolved, That the conference enlarge the scope of this conference’s services 
and activities by also functioning as a rating organization on fire and allied 
lines, with potential power for all jurisdictions nationwide; and be it further 

Resolved, That, implementing the foregoing, the executive committee and gen- 
eral counsel are requested to submit to the members, for vote, such alterations 
and amendments of the constitution as shall be deemed necessary and desirable 
to permit the conference to qualify and function as a national rating organiza- 
tion, including special provisions, if technically necessary or desirable, to permit 
advisory operations in ratemaking pending integration of existing State rating 
bureaus into the national rating organization and for those jurisdictions where 
such an organization cannot legally qualify and function as a rating organization. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., March 16, 1959. 
To Members, Inter-Regional Insurance Conference: 


GENTLEMEN : Membership meeting March 25, 1959, as referred to in our letter 
of February 17, 1959, and March 5, 1959. 

Your executive committee offers you no recommendation in connection with 
the extremely important matter to come before the membership at the above 
meeting. 

Purely as a matter of information a special committee of the executive com- 
mittee has endeavored to outline in the attached memorandum some of the 
divergent views on this matter that have come to the attention of members of 
the executive committee. 

Yours very truly, 
R. M. BeckwiTH, Manager. 
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NATIONAL FIRE RATING OR ADVISORY ORGANIZATION 
VIEWS EXPRESSED WITH RESPECT TO NATIONAL FIRE RATING ORGANIZATION 


Under the 7 separate and distinct rating bureaus in the East, 8 in the Sou 
3 in the Pacific Territory and 16 in the West, chief executives who haye the 
final responsibility for operating their companies successfully and who m 
account for their operations are given little opportunity to have a part in Dricin 
fire insurance. 

Many executives are concerned by the fact that the approach to fire insurance 
ratemaking differs materially in various parts of the country. 

Standardized principles and procedures can be more fully realized through a 
national fire rating organization. This approach has been recognized in Other 
segments of our business. 

Everyone concedes the necessity for close cooperation and assistance from 
organizations on the local level. Such assistance can best serve the industry by 
having important policy decisions made by a national organization with the 
advice and help of such local bodies. 

Rating bureau rules differ widely in important respects. As long ag each 
bureal frames its own rules, then there is great inertia against more standardiza. 
tion or uniformity which would result in substantial savings to the business, 

Rating bureau committees are composed of company representatives who, in 
many instances, are not familiar with actuarial and rating principles, becange 
these men are engaged almost exclusively in production in a limited territory 
and view the needs of the business almost solely from that angle. Consequently, 
committee decisions on important rating matters are often dictated more by 
consideration of local competition than by sound rating principles. 

Because of their unfamiliarity with rating principles, committees often place 
the conduct of experience reviews and determination of rate levels largely in 
the hands of rating managers. As a result, rating managers often have too 
much responsibility and freedom but without the benefit of competent company 
committee supervision. What premium income the companies will receive in the 
State depends in large measure on the managers’ know-how and individual 
judgment. 

Rating bureau managing committees spend a great deal of time and money in 
attending meetings. These meetings are costly, and multiplied many times over 
for the numerous rating bureaus throughout the country, involve a considerable 
item of expense. Much of the expense is needless because these committees de- 
vote a considerable portion of their time and efforts to solving matters which 
have already been solved by national and regional committees or by other rating 
bureaus. 

A national rating organization would be able to afford the best technicians and 
actuaries available which is not feasible economically for each of the existing 
rating bodies. 

Integration of the varied expense factors found in the operation of many 
separate local bureaus would, of necessity, result in substantial economies 
through a national rating organization. 

A national organization may limit its membership to stock companies and such 
organizations have done so in other insurance lines. Mutuals and reciprocals 
have as much right to become subscribers to local rating bureaus as to a national 
organization. 


VIEWS EXPRESSED WITH RESPECT TO NATIONAL FIRE ADVISORY ORGANIZATION 


Whatever defects may exist under the present system, they do not appear to 
justify a change in the concept of ratemaking. Concededly, there is room for 
improvement and many of the objectives of the proponents of a national rating 
organization may be obtained by strengthening the Inter-Regional Insurance 
Conference without departing from the established practice of ratemaking on a 
local level. 

Inter-Regional Insurance Conference has not attained all of the intended ob- 
jectives at this time but this does not mean that progress may not be made in 
this direction in the future. 

Every alternative should be explored fully before a complete reversal of 
present rating concepts is adopted by the industry. Our current methods have 
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retained a larger proportion of business for stock fire companies than any other 
segment of our business. ‘ 

To say that there is a causal relationship between recent poor experience and 
the traditional method of ratemaking is to ignore the variety of other factors 
resulting in our present predicament. There is no certainty that there Ww ill be 
q sudden and complete reversal of the fortunes of the fire insurance business 
merely by establishment of a national rating organization. 

It would appear preferable to strengthen the Inter-Regional Insurance Con 
ference under the present setup and to work for more efficient functioning there- 
under than to scrap our traditional system of operating in so important a field 
as ratemaking. 

It is important that local rating bureaus must be alert to developments 
countrywide and that such experience be considered, evaluated, and fitted into 
the functioning of the local bureau. Ratemaking on a local level does not neces- 
sarily mean that such local bureaus must operate in a vacuum but can properly 
function with such factors in mind by working with a national advisory or 
ganization. This factor is recognized by everyone concerned with the question 
and a more efficient and aggressive program by the Inter-Regional Insurance 
Conference will produce these results and, at the same time, retain the present 
method of fire rating. 

To reverse ourselves at this time by creation of a national rating organiza 
tion would be giving ammunition to those who would scrap the traditional 
regulation of the business by the several States and substitute for it regulation 
by the Federal Government. If the proposal in question were adopted by the 
industry, such people would cite this as recognition by the industry itself that 
the fire insurance business is essentially national in scope and not local. The 
impact of such a move cannot be presently determined but the potential harm 
should deter us from making so drastic a change at the present time 

At a time when the fullest cooperation among all companies is so vitally 
needed we should avoid any dissension within the industry which will divert 
attention from other pressing problems and result in unfortunate consequences 


MakcH 23, 1959. 


Messrs. Berry, Chairman, Crouch, Dwyer, Erhardt, Krieger, Ross. 
PusBiic Utmiry COMMITTEE 


GENTLEMEN: The Public Utility Committee has, on several recent occasions, 
been importuned by the insurance committee of Edison Electric Institute to 
give consideration to a high deductible form of coverage for public utility elec 
trie generating station lines. 

Because it appears to be timely in this connection, we enclose a copy of a 
pamphlet prepared by Oil Insurance Association entitled “To Insure, or Not 
Insure” which reflects certain studies done by OIA in connection with similar 
demands by the oil industry. 

Yours very truly, 
R. M. BECKWITH, Manager. 


“TO INSURE, OR NOT INSURE * * *” 


(A simplified cost comparison between “Self” or “High Limit Excess” insur- 
ance and full coverage property damage fire insurance in the light of the Internal 
Revenue Code. ) 

Few insurance buyers realize that the Internal Revenue Code indirectly de- 
termines the net cost of a corporate organization’s insurance program by pro- 
viding offsetting income tax deductions for insurance premiums and property 
damage losses. As the conscientious insurance manager aims to adequately 
protect. his company’s property value from loss with the least cost to the com- 
pany, the true cost of “self” or “partial” insurance programs should be reexam- 
ined in light of the Federal Income Tax Code. In many cases, full insurance 
to value through stock fire insurance companies will prove to be the most eco- 


homical as well as the soundest protection program to follow. 
Why? 


47932 O—60—pt. 5 25 
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First, property damage insurance premiums are a tax deductible €XDPense 
item which reduces taxable income. Therefore, the net income is not reduced 
by the full amount of the paid insurance premiums but only by that amount hot 
offset by Federal and State taxes on income. Voluntary reserves set aside for 
expected property damage losses under a self-insurance program are not tax 
deductible. 


| | 
| 
Example | Without | With in. 
| insurance surance 
ni boon aaa Sen satese im pom r . ae — 
Annual net income before Federal taxes on income--.-........-...-------- --| $10, 000, 000 $10, 000, nq) 
Less property damage insurance preminm.... .....---.-------------- | : — 100, 009 
| ———— |——_ 
ss Soi Gee ods ches s Seeks de ab -<semepemnsst eres | 10, 000, 090 9, 900, 009 
Federal taxes on income (corporation income tax rate for taxable years is 30 
percent of 1st $25,000 and 52 percent of taxable income over $25,000) - -- 5. 194, 500 5, 142, 509 


‘ | _ a 
Net income after Federal taxes on income..........-...---.------------ | 4, 805, 500 | 4, 757, 0 


Income after tax without: inetrance... 222... eeu cnet et: $4, 805, 500 
Tucows after tax witth InsuPAmees oos5- 25 oo ei cere co sce cee 4, 757, 500 





Reduction in income because of insurance premiums or the net 
CU a CROs = 3 i ed} eens joan 48, 000 


Voluntary self-insurance reserves for expected future lose would reduce book 
net income available for dividends and expansion by the full amount put aside. 

Fire underwriting loss experience over many years shows a rather consistent 
general recovery to the insured in losses collected of about half of the premiums 
paid. State insurance supervisory authorities generally consider such a 50 
percent loss ratio as the norm at which rate schedule adjustments should be 
made. 

In the long run, the above hypothetical insured could expect a loss recovery 
of approximately $50,000 of his $100,000, paid premiums which in effect depleted 
his net earnings by only $48,000. Moreover, the insured enjoyed complete pro- 
tection against major or catastrophe losses. It would take a great many years 
for voluntary self-insurance reserves to cover major or catastrophe losses. 

The second feature, and perhaps the most important, in determining the cost 
of an insurance program is the provision of the Internal Revenue Code for 
allowing tax deductions when property is damaged by fire or certain other perils. 
If the property destroyed was fully covered by insurance and was rebuilt within 
a reasonable time, the insurance recovery would not affect the insured company’s 
taxable income. But if the property was not insured or was only partially 
insured, the noninsured value can be deducted from the company’s taxable in- 
come in the year loss occurred only to the extent of the “original cost” less the 
tax depreciation allowance previously taken or allowable. That is, only the re 
maining book value can be deducted from the taxable income. This artificial 
“book value” may have little relationship to the replacement cost of the building. 
In many cases the property may have been written “off the books” insofar as tax 
is concerned. Therefore, there would be no reduction in income taxes in the 
year of loss to offset the cost of replacing the building and equipment destroyed 
which presumably will be replaced. The company’s funds available for dividends 
and future growth will then be reduced by this “‘cost’”’ of no insurance. 

Let us examine the reasons why “book value” can be very unrealistic. The 
difference between “actual depreciation” and “depreciation allowance for tax 
purposes” should be noted. “Actual depreciation” which must be taken into 
account in determining “insurable values” and “actual cash value” of property 
damage losses is that value of a property that has been consumed through use 
and aging. This value must be established by examination of the item in ques 
tion to determine the degree consumed. It is obvious that maintenance, care 
and manner of operations have a marked influence on the rate of depreciation. 

“Depreciation allowance for tax purposes” while originally representing an 
attempt to approximate the average life of buildings, equipment, ete., has in 
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recent years been a means by which the Federal Government gives business a 
driving incentive to make new capital investment. During the World War II, 
god again during (he Korean war buildup, companies that built defense facilities 
were permitted to write them off in five years under a “Certificate of Necessity.” 
today the Internal Revenue Code will not be as generous as the 5-year writeoff 
put does allow greatly accelerated depreciation rates. While “depreciation allow- 
ance” may be helpful in giving a company tax relief, it is not a reliable estimate 
of the life of a property. 

Also, the “original cost” has little relationship to current replacement costs 
which are influenced by the price of construction materials, machinery and 
jabor prevailing at any given time. 

Thus, with relatively little, if any, off-setting current income tax deduction 
for the loss, the replacement cost of an uninsured property loss becomes an 
important cost of “self” insurance. 

To demonstrate the effect of a property damage loss on a company’s net in- 
come and cash position in the year of the loss the following hypothetical ex- 
ample has been prepa red. 


Example : 
True value computation : 


Original construction cost of building, equipment, contents, 

etc., complete in 1948__-. sli etd a ca __ $2, 000, 000 
Appreciation of above because of increased building, ma- 

chinery and labor costs since 1948 (10 years) based on 

Nelson Refinery Construction Index, 77.4 perecent____- 1, 548, 000 





Teens. CORL T9008... gues ge a es 3, 548, 000 
Actual depreciation based on inspection of building and ma- 

chinery to determine percent consumed through use and 

eer... PerCekes- 3.6 eee eet _._... 1,064, 400 


Actual cash value : ‘ wae < 2, 483, 600 


“Book value” computation for Federal tax purposes : 


Original cost : eae eens eee 2, 000, 000 
Depreciation allowance taken (based on 20 years useful life 

as per Treasury Bulletin “F”’ and TD 4422 using straight 

line method. ) : ; E eens __ 1,000, 000 


Remaining “book value” for tax purposes____- _. 1,000, 000 


Nore: More than 50 percent could have been written off in the above example 
using the “sum of the digits” method now allowable under Internal Revenue 
Code. 

When a fully insured but heavily tax depreciated property is lost and promptly 
replaced, there is usually a tax advantage to a corporation to pay an acknowl- 
edged capital gains tax on the involuntarily converted new value above old 
depreciated book value. In the foregoing example, it may be wise to pay a 
current 25 percent capital gains tax (on $2,483,600—$1,000,000—$1,483,600) of 
$370,900 to recapitalize the property value back up to $3,548,000 for future in- 
come depreciation. 
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The effect of loss on net income and cash position in year of loss with and without 
insurance assuming the above building was totally destroyed by fire in 1958 


$A 
































With non- | With; 

, insured loss ¥ {sured 
science a ——|—___ 
Net annual income: 

a III oa eee cect cck aedeadbn dnecnesscuSeaeel $10, 000, 000 $10, 000 
nn nun doc d bandh and pWawbhleceuswks sa a ~ ae 
Allowable tax deduction for loss of property by fire: Original cost = + 000 
$2, 000, 000 
Less: Allowable depreciation written off --1, 000, 000 
Fre UN id iiges'= Krdetien Sowekses smd liiides sem cgtin~eencks aces 1,000,000 |... 
enna 2k LEN sons eat 2 I eet eg 9, 000, 000 9,900, 00 
I IE ie dan occ cacnbwdenacunvagsmunbecintliges sackebn —4, 674, 500 oh 142, 509 
(Based on corporation tax rate: 30 percent of first $25,000 and 52 percent : 
of taxable income over $25,000.) 
Capital gain tax on book gain of $1,483,600 (optional) -_................._}..... ons 370, 909 
' ———— is | 
i en ean aceensak kek pum bwne gen wats 4, 325, 500 4, 386, 609 
SI I a nnn Dehn cen sapien eeaneuntinSicdestensenckasudepiatins —3, 548, 000 —3, 548, 009 
i 
ities ckikt aS ten ack dant incdw dcckckteneehnucsccnauksaaes 777, 500 838, 600 
Insurance loss payment (actual cash value) ---.---.........---.------------.- None | +2, 483 69 
i rt ak Me ca ak walnncmiae veins sdpanusaile’ 777, 500 3,322,200 | 
(After taxes and replacement of destroyed property—Available for ; 
payment of dividends and capital growth of company.) 
Sn EE SER INOD.. 5. ot fawepcncsddancecandsén ncudp sanéennabagesagbaus 3, 322, 200 |-......... 
re See eens SNUNONNOO og = on nian csi ca ceews beeeeeeacash 777,008 |..2-2e 
——$—$$— | 
Loss to owners because of no insurance. ---.......----..------------- ‘ 2, 644, 700 T.. 


Comparative cost of both programs 
acne as igeiiniinantemeetifanitgstetpaniinilidigas lias ticsninisiil ee 


No insurance Full insurance 








Total insurance premiums paid (10 years at $100,000) ..........---...-.-- None $1, 000, 000 
Re peepee IY WE CII nos noc cee dccnc cde cnanceccoulscsankicwcewenss —520, 000 
De rE ED COURS iether calc cdcnncrndanasedivbedcenonstsiptces|asws~lusencaneeq 480, 000 


Unrecovered loss (on replacement basis) capital gain tax to recapitalize 
the remaining tax basis of the destroyed property to its actual replace- 











IEEE. Cdn etee daca aabdedasedeisenciinns Ree ecacehecsane aoe $3, 548, 000 1, 064, 400 
3, 548, 000 1, 915, 300 

Less tax credit (52 percent of $1,000,000) ................-...-.---.-...---- “GO GOO Lice cundenieee 
Real costs of programs-.---..........-.-.-.---- ie Seba tics in sh tes in Se saa ree ee 3, 028, 000 1, 915, 300 
~~] O15, S00 hancs cc ccueee 

Excess cost of no insurance program. --................-.....--.-.-.-.-.-- 1, MAA to. cscsnncumee 





Insurance (deductible) which provides for the deduction of a predetermined 
amount from each loss payment, or which covers only (excess) losses which 
exceed a predetermined amount, are not as economical as the difference in their 
premium cost to full insurance premium seems to indicate on the surface. 

While premiums are tax allowable expense items, only the amount by which 
the book value of the property destroyed exceeds the insurance loss payment 
is tax deductible. This means there is little, perhaps no, offsetting tax deduction 
to balance the amount of the deductible or noninsured portion of the loss which 
reduces a company’s cash funds when property is replaced. Losses which are 
under the deductible or excess amount reduce earnings the same as if there were 
no insurance. 

It is interesting to note that a limited study cited in a report to the New 
York Legislature indicated 84 percent of the total number of fire losses caused 
damage only to the extent of the less than 10 percent of the total value of each 
property involved. If this continues true, where a deductible or excess coverage 
amount is approximately 10 percent of the maximum value subject to a single 
loss, the insured will collect only for 16 percent of the number of incurred 
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osses. In the long run, the comulative dollar loss for the numerous smaller 
os may exceed the dollar loss of the large catastrophe insured against. The 
small losses, important in the aggregate, add significantly to the cost of de- 
ductible and excess insurance programs. 

To sum up, insurance, utilizing the stability of mass phenomena, substitutes 
a foreseeable premium expense cost for the contingency of loss. Through the 
gse of wide underwriting experience, statistical studies, and analytical rating 
methods, each individual assured’s insurance premium cost represents a 
creditable measure of his loss expectancy. 3 

Past experience and practice indicates that approximately 50 percent of the 
insurance premium dollar is paid back to insureds for losses. In light of the 
Internal Revenue Code, an insurance buyer can in the long run protect his 
property from loss perils for less than this expected return. On the other hand, 
since losses will occur whether insured or not insured, a noninsuring company 
must finance replacement of the destroyed property, perhaps at an inopportune 
time and without adequate tax relief, from earnings needed for dividends and 
capital growth. ; 

The insurance buyer should also not overlook the assistance of an experienced 
insurance agent or broker’s extensive facilities in administering this insurance 
program. As insurance premiums are directly related to losses paid, the fire 
prevention engineering research and inspection facilities help reduce premium 
cost in the long run through the prevention of loss. 

With the recent reductions in insurance rate levels and the Federal Tax 
Codes such as they are, the net cost of full insurance was never lower. Why 
risk a catastrophe or a series of moderate losses which impair the capital growth, 
stockholders’ dividends and perhaps the credit position of your company? 

Contact the stock fire insurance company agent or broker of your choice so 
your particular insurance problems can be analyzed. 

: OIL INSURANCE ASSOCIATION. 

SEPTEMBER 1958. 
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Inter-Regional Insurance Conference 
Special Membership Meeting 
March 25, 1959 


A Special Meeting of the Inter-Regional Insurance 
Conference, held at the New York Board Room, 8; 


John Street, New York, New York, on Wednesday | 
morning, March 25, 1959, convened at ten-thirty o'clock, | 


Mr. Milton W. Mays, Chairman, presiding. 


CHAIRMAN Mays: Will you please come to order, | 


gentlemen. This is a special meeting of the member. 
ship of Inter-Regional, called at the request of the | 
Board of Governors of Inter-Regional by vote taken at | 
a meeting on February 10, 1959. 


The Secretary will call the roll. 


{Secretary Royal M. Beckwith called the roll, the 
following groups being represented :} 


Roll Call 
Groups Represented 


THE AETNA CASUALTY AND SURETY GROUP 
AETNA INSURANCE COMPANY 
AGRICULTURAL INSURANCE COMPANY 
AMERICAN CASUALTY INSURANCE GROUP 
AMERICA FoRE LOYALTY GROUP 

THE AMERICAN INSURANCE COMPANY 
ATLAS ASSURANCE GROUP 

BOsTON GROUP 

THE CAMDEN FIRE INSURANCE ASSOCIATION 
CENTURY INSURANCE GROUP 

COMMERCIAL UNION-OCEAN GROUP 

CruM & FORSTER GROUP 

THE EMPLOYERS FIRE INSURANCE COMPANY 
THE FUND Group 


| 
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GLENS FALLS INSURANCE COMPANY 

Great AMERICAN GROUP 

HANOVER INSURANCE GROUP 

HARTFORD FIRE INSURANCE GROUP 

THe HOME INSURANCE COMPANY 

LONDON ASSURANCE GROUP 

LONDON & LANCASHIRE INSURANCE GROUP 
MARYLAND CASUALTY COMPANY 

MASSACHUSETTS BONDING & INSURANCE COMPANY 
NATIONAL OF HARTFORD GROUP 

NATIONAL UNION INSURANCE GROUP 

New AMSTERDAM GROUP 

New HAMPSHIRE INSURANCE GROUP 

NorTH BriTisH GROUP 

NORTHERN ASSURANCE GROUP 

NorWICH UNION INSURANCE GROUP 

THE PHOENIX-CONNECTICUT GROUP 

PHOENIX ASSURANCE GROUP 

PROVIDENCE WASHINGTON INSURANCE COMPANY 
RELIANCE INSURANCE COMPANY 

RoYAL EXCHANGE GROUP 

RoYAL-GLOBE INSURANCE GROUP 

SAINT PAUL COMPANIES 

SCOTTISH-AMERICAN GROUP 

SPRINGFIELD INSURANCE GROUP 

SUN INSURANCE GROUP 

THE TRAVELERS INSURANCE GROUP 

UNITED STATES FIDELITY & GUARANTY COMPANY 


SECRETARY BECKWITH: Mr. Chairman, we have a 
quorum. 


CHAIRMAN Mays: Robert’s Rules of Order will govern 
the conduct of this meeting today. However, we will 
be no more formal nor parliamentary than necessary to 
insure a smooth functioning of the meeting. Because 
there is another meeting scheduled immediately follow- 
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ing the adjournment of this meeting, the Chair would 
like to express the hope that members who have spoken 
once to a question will refrain from seeking the floor 
again until all who wish to speak to the question have 
been heard from. As you rise to speak, will you kindly 
state your name and company affiliation for the record, 


The Secretary will now read the call of the meeting 
dated February 17, 1959, together with the letter ac. 
companying that call. He will also read subsequent com. 
munications to members dated March Sth and 16th, 1959 
and enclosures. | 


SECRETARY BECKWITH: The call for the meeting and 
the enclosure read as follows: 


“The Board of Governors of Inter-Regional Insur- | 
ance Conference at a meeting in New York on 
February 10, 1959, on motion duly made and 
seconded, voted unanimously to request a meeting of 
the membership of the Conference as soon as prac. 
tical. The resolution did not specify an order of 
business. Accordingly a special meeting of the mem- 
bership of Inter-Regional Insurance Conference is 
hereby called for 10:30 A.M., March 25, 1959, in 
the meeting room of the New York Board of Fire 
Underwriters, Second Floor, 85 John Street, New 
York City. 


“As a matter of information there is enclosed 4 
copy of a letter dated January 9, 1959 from General 
Manager Vincent of the National Board of Fire 
Underwriters to Chairman Mays which will be pre- 
sented for consideration.” 
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Duld (Letter from Mr. Vincent to Chairman Mays) 
ken 
loor “Chairman Black of our Special Committee on 


have —- National Rating Organization has asked that we advise 
ndly you of the action by our Executive Committee on 
ord, December 11, 1958, in unanimously adopting the follow- 

ing resolution which was presented by the Special 
ting Committee: 


Om- “On March 4, 1958, a substantial majority of the 
1959 members voted in favor of national rating in the 
| National Board. However, several expressed a prefer- 
ence that such function be performed outside the 

and National Board though that choice was not afforded 
by the limited order of business before the meeting. 

' In the interest of even broader harmony the Special 
Committee now recommends to the Executive Com- 


nsur- 


on mittee the following program: 
and 

g of “RESOLVED, That the Special Committee on National 
Drac- Rating Organization endeavor to ascertain whether 
t of the members of Inter-Regional Insurance Conference 
nem: are prepared to enlarge the scope of the Conference's 
€ is services and activities by also functioning as a rating 
in organization on fire and allied lines, with potential 
Fire power for all jurisdictions nationwide, and, to that 
New end, confer with the Board of Governors of the 


Conference; and 


ed 4 “Be It FuRTHER RESOLVED, That should the Con- 
neral ference call a special membership meeting for a vote 
Fire on the aforesaid proposition, the President is re- 
pre: quested to issue a notice for a special membership 


meeting of this Board, to convene immediately fol- 
lowing and at the same place as the Conference 
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meeting, to give further consideration to their action 
of March 4, 1958, in the light of any action taken 
by the Conference members.”’ 


On March 5, 1959, the following letter and enclosure 
were sent to members of Inter-Regional Insurance Cop. 


ference: 


“The Executive Committee, meeting in New York 
on March 4, 1959, requested the Chairman to send 
to members no later than March 5, 1959, and without | 
accompanying material, the resolution captioned | 
“Resolution for Inter-Regional Insurance Conference 
Membership Vote, as Proposed by National Board 
Special Committee’ which was officially transmitted 
to him by letter of the Chairman of the National | 
Board Special Committee dated February 19, 1959, | 
This is for the consideration of the members prior 
to the special meeting which has been called for 
March 25, 1959.” 


(Resolution for Inter-Regional Insurance Conference 
Membership Vote, as Proposed by National Board 
Special Committee) 


‘RESOLVED, That the Conference enlarge the scope of 
this Conference’s services and activities by also func- 
tioning as a rating organization on fire and allied 
lines, with potential power for all jurisdictions 
nationwide. 


“Be It FuRTHER RESOLVED, That, implementing the 
foregoing, the Executive Committee and General 
Counsel are requested to submit to the members, for 
vote, such alterations and amendments of the Const 
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tion tution as shall be deemed necessary and desirable to 
aken rmit the Conference to qualify and function as a 
national rating organization, including special pro- 
visions, if technically necessary or desirable, to per- 
sure mit advisory operations in rate making pending in- 
Con. tegration of existing state rating bureaus into the 
national rating organization and for those jurisdic- 
tions where such an organization cannot legally 
York qualify and function as a rating organization.” 


ad The following was sent to members of Inter-Regional 
thout | 
oned | Insurance Conference on March 16, 1959: 
rence “Your Executive Committee offers you no recom- 


Joard +=» mendation in connection with the extremely important 
itted © matter to come before the membership at the above 
ional | meeting. 


1959, | | 
prior “Purely as a matter of information a special com- 


1 for mittee of the Executive Committee has endeavored 
to outline in the attached memorandum some of the 
divergent views on this matter that have come to thé 
attention of members of the Executive Committee.” 


rence 
ard * * * 

National Fire Rating or Advisory Organization 
“Views Expressed with Respect to National Fire Rating 
ctf Organization 
allied 
ctions Under the seven separate and distinct rating 


bureaus in the East, eight in the South, three in the 

Pacific Territory and sixteen in the West, chief 
ng the = executives who have the final responsibility for 
enerl © operating their companies successfully and who must 
s, fot account for their operations are given little oppor- 
sonst tunity to have a part in pricing fire insurance. 
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Many executives are concerned by the fact that the 
approach to fire insurance rate making differs ma. 
terially in various parts of the country. 


Standardized principles and procedures can be more 
fully realized through a national fire rating organiza. 
tion. This approach has been recognized in other 
segments of our business. 


Everyone concedes the necessity for close coopera- 
tion and assistance from organizations on the local 
level. Such assistance can best serve the industry by 
having important policy decisions made by a national 
organization with the advice and help of such local 
bodies. 


Rating bureau rules differ widely in important re- 
spects. As long as each bureau frames its own rules, 
then there is a great inertia against more standardiza- 
tion or uniformity which would result in substantial 
savings to the business. 


Rating bureau committees are composed of com- 
pany representatives who, in many instances, are not 
familiar with actuarial and rating principles, because 
these men are engaged almost exclusively in produc- 
tion in a limited territory, and view the needs of the 
business almost solely from that angle. Consequently, 
committee decisions on important rating matters are 
often dictated more by consideration of local com- 
petition than by sound rating principles. 


Because of their unfamiliarity with rating prin- 
ciples, committees often place the conduct of expeti- 
ence reviews and determination of rate levels largely 
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he in the hands of rating managers. As a result, rating 
1a- managers often have too much responsibility and 
freedom but without the benefit of competent com- 
pany committee supervision. What premium income 
re the companies will receive in the state depends in 
74. large measure on the manager’s know-how and indi- 
er vidual judgment. 


Rating bureau managing committees spend a great 


ra- deal of time and money in attending meetings. These 
cal | meetings are costly, and multiplied many times over 
by | for the numerous rating bureaus throughout the 
ial country, involve a considerable item of expense. Much 
cal of the expense is needless because these committees 


| devote a considerable portion of their time and 
| efforts to solving matters which have already been 


re- solved by national and regional committees or by 

es, | |other rating bureaus. 

Za- 

ial A national rating organization would be able to 
afford the best technicians and actuaries Available 
which is not feasible economically for each of the 

2 existing rating bodies. 

10t 

se Integration of the varied expense factors found in 


a the operation of many separate local bureaus would, 
of necessity, result in substantial economies through 


Bh a national rating organization. 
m- 
A national organization may limit its membership 
to stock companies and such organizations have done 
in- so in other insurance lines. Mutuals and reciprocals 
eri- have as much right to become subscribers to local 


ely tating bureaus as to a national organization. 
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Views Expressed with Respect to National 
Fire Advisory Organization 


Whatever defects may exist under the present 
system, they do not appear to justify a change in the 
concept of rate making. Concededly, there is room 
for improvement and many of the objectives of the 
proponents of a national rating organization may be 
obtained by strengthening the Inter-Regional Insur. 
ance Conference without departing from the estab. 
lished practice of rate making on a local level. 


Inter-Regional Insurance Conference has not at. 


tained all of the intended objectives at this time but 
this does not mean that progress may not be made 
in this direction in the future. 


Every alternative should be explored fully before a | 


complete reversal of present rating concepts is adopted 
by the industry. Our current methods have retained 
a larger proportion of business for stock fire com. 
panies than any other segment of our business. 


To say that there is a causal relationship between 
recent poor experience and the traditional method 
of rate making is to ignore the variety of other 
factors resulting in our present predicament. There 
is no certainty that there will be a sudden and com- 
plete reversal of the fortunes of the fire insurance 
business merely by establishment of a national rating 
Organization. 


It would appear preferable to strengthen the 
Inter-Regional Insurance Conference under the present 
setup and to work for more efficient functioning 
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thereunder than to scrap our traditional system of 
operating in so important a field as rate making. 


It is important that local rating bureaus must be 
alert to developments countrywide and that such ex- 
perience be considered, evaluated and fitted into the 
functioning of the local bureau. Rate making on a 
local level does not necessarily mean that such local 
bureaus must operate in a vacuum but can properly 
function with such factors in mind by workirg with 
a national advisory organization. This factor is recog- 
nized by everyone concerned with the question and a 
more efficient and aggressive program by the Inter- 
Regional Insurance Conference will produce these 
results and, at the same time, retain the present 


method of fire rating. 


To reverse ourselves at this time by creation of a 
national rating organization, would be giving am- 
munition to those who would scrap the traditional 
tegulation of the business by the several states and 
substitute for it regulation by-the Federal Govern- 
ment. If the proposal in question were adopted by 
the industry, such people would cite this as recogni- 
tion. by the industry itself that the fire insurance 
business is essentially national in scope and not local. 
The impact of such a move cannot be presently de- 
termined but the potential harm should deter us from 
making so drastic a change at the present time. 


At a time when the fullest cooperation among all 
companies is so vitally needed we should avoid any 
dissension within the industry which will divert atten- 
tion from other pressing problems and result in 
unfortunate consequences, 
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CHAIRMAN Mays: Gentlemen, the meeting 1s open fo, 
presentation of business. 


Mr. KENNETH E. BLACK [ President, The Home Insy. 
ance Company}: The Home Insurance Company, as , 
member of the Conference moves the adoption of the 
following resolution — it is the same as the one that 
Mr. Beckwith read, but I will read it again: 


{Mr. Black reread the following resolution. } 


RESOLVED, That the Conference enlarge ihe scope of 
this Conference's services and activities by also func. 
tioning as a rating organization on fire and allied 
lines, with potential power for all jurisdictions 
nationwide. 


Be It FuRTHER RESOLVED, That, implementing the 


foregoing, the Executive Committee and General 
Counsel are requested to submit to the members, for 
vote, such alterations and amendments of the Consti- 
tution as shall be deemed necessary and desirable to 
permit the Conference to qualify and function asa 
national rating organization, including special provi. 
sions, if technically necessary or desirable, to permit 
advisory operations in rate making pending integra 


tion of existing state rating bureaus into the national | 


rating organization and for those jurisdictions where 
such an organization cannot legally qualify and func. 
tion as a rating organization. 


I move that resolution. 


CHAIRMAN Mays: You have heard the motion. Is there 
a second? 
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Mr. W. E. Newcoms {President, Great American 


Group}: | second the motion. 


Mr. Harry W. MILLER [General United States At- 


| torney, Commercial Union-Ocean Group}: I should like 


ilso to second the resolution. 


CHAIRMAN Mays: Are there any further members who 
wish to second this motion? If not, Mr. Black has 
asked for the privilege of speaking for the resolution. 


Mr. BLack: Thank you, Mr. Chairman. 


A year ago January, I made a statement to the 
National Board Executive Committee supporting the 
resolution to enlarge the Board's services to include 
national rating. I read the same statement at the ensu- 
ing membership meeting in March. That statement gives 
my views on the desirability of a national rating organi- 
zation, which are unchanged, though today we are talk- 
ing about national rating in Inter-Regional rather than 
in the National Board. My complete statement is in 
the printed record of the membership meeting mailed 
to all Board members. On March 16 your Manager sent 
you two compositions on “some divergent views on this 
matter’ drawn up by a special committee of your 
Executive Committee, and it appears to me that one 
of these compositions is some kind of a summary of 
my statement. 


I understand this difficult assignment was undertaken 
by two gentlemen who volunteered their services when 
the Executive Committee decided it could not properly 
make any recommendation on this matter. Not only do 
I admire the courage of these gentlemen, but I must 


47932 O—-60— pt. 5 26 
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thank them for the fine support they gave my views 
in that half of their monograph which favors national 
rating. They mentioned almost all the points contained 
in my statement before the National Board, and for 
good measure threw in a couple of extra ones of their 
own. While the two authors or compilers necessarily 
had to resort to severe contractions and drastic con. 
densations of portions of my statement, they really did 
pretty well by me. They quoted verbatim four of my 
eight comments, and such consideration and coopera. 
tion from any publisher deserve the best kind of thanks. 
Since my printed remarks have long been in the hands 
of all members, and since these two courageous gentle. 
men have recently refreshed your recollection of them, 
it would be embarrassing to inflict my statement on you 
again. Besides, I want to leave plenty of time for the 
speeches I assume others have in store for you today. 


Seriously, though, on February 10, I brought to your 
Board of Governors the proposal of the National Board 
devised to afford an appropriate means of ascertaining 
the position of the members of this Conference on 
national rating here in the Conference. At that meeting 
I resisted determined efforts to stage then and there an 
open debate on the merits of national-advisory-rating in 
preference to national rating. The Board of Governors 
accepted the program that the membership meeting is 
the appropriate forum for such a debate. Later on, we 
refrained from and refused to be drawn into efforts 
to have your Executive Committee summarize or state 
the two opposing views on this question, not with the 
purpose to forestall or handicap the fullest and broadest 
consideration attainable, but instead to make certain that 
at this meeting today the membership have every oppor- 
tunity to debate the real issue in a clear light. 


— 
——___.__—— 
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Consider, if you please, the position of this problem 
in the National Board where its members voted 43 to 
17 for national rating in that organization. The Board 
wants to know if the members of Inter-Regional desire 
to make the Conference a rating organization. My 
efforts have been directed at obtaining your answer — 
the membership’s answer — through procedure avoiding 
any necessity or occasion for this all-important matter to 
be prejudged by any committee or privately by a few 
members. What is sought is your answer — the answer 
of the membership — after you pursue the pros and 
cons — here and now — as you see fit. 


My original statement to the National Board Execu- 
tive Committee and membership meeting was strictly 
a Home Insurance Company production. I did not con- 
sult or collaborate with individuals, companies, groups, 
or Organizations outside our own shop. I did not think 
when I first presented it — and do not think now — 
that its precise form or even substance was or is of 
major importance. At the time I made the statement I 
was perfectly aware that it deals with a basic problem 
upon which most companies had already pretty well 
crystallized their positions. 


Having introduced the final problem for official con- 
sideration and vote in the most appropriate forums, | 
feel I might be thought to be less than frank if I did 
not at this time make it expressly clear to everybody that 
I have no disposition, inclination or intention to in- 
dulge extensively in or to be drawn into argument 
against positions which companies have already taken 
for themselves. It was for this reason, in the National 
Board membership meeting, I refrained from even a 
comment on what the minority had to say following 
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my statement. Lest any misunderstanding be attached | 


to my silence, however, I want to make such comment; 


now. Most of what I will say points out what I beliey. | 


to be extraneous or subordinate to the main issue here 
Should I transgress in any degree my personal resoly. 
tion against argument, I will do my best to compensate 
by brevity. 


The potential of federal regulation has been part of 
our business life for 15 years and will so continue —, 
potential including the existence and activities from 
time to time of special congressional committees such 
as Senator O’Mahoney’s. As to regulation, the Senator 
can only make recommendations to Congress, and | 
doubt he has any better control over the ultimate result 
than we have with our advice and suggestions to local 
rating organizations. Possibly the fact of a change toa 


national rating organization car be said by some to | 


reflect, in and of itself, a change in philosophy on 
federal regulation. However, assuming the responsi- 
bility for any weakening of state regulation on sucha 
nebulous pretext is indeed a slight burden. 


The Senator does have almost unlimited power to 
investigate. Even a budget limitation gives little com- 
fort, as he draws freely on the Department of Justice, 
including the FBI, for assistance. Today — right now 
— this investigation is an existing fact. I did not men- 
tion it when I made my original statement. The form 
and direction the investigation might take was in- 
definite. I did not wish to unnecessarily inject such a 
distorting element into our analysis, thinking and ded- 
sion. Last May, the Senator’s chief counsel pointedly 
stated that the committee would take an intimate look 
at all rate-making machinery — a purpose since then 
expanded to expressly include advisory organizations. 
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It is no credit to our branch of the business that the 
Journal of Commerce Monday -— two days ago — pre- 
sumes to warn us that a change to national rating at 
this time will bring adverse repercussions from the in- 
vestigators. Should this be the unfortunate method for 
the conduct of our deliberations, perhaps someone 
should get Roger Kenny’s views. Fifteen years ago, talk- 
ing about national rating for the fire business and the 
necessity of curing some major part of its ‘‘provincial- 
ism,” Roger staunchly recommended that we ‘‘plow right 
ahead and make whatever changes are necessary.” He 
wrote this in August 1943 at a time when a Special 
Assistant United States Attorney General at San Fran- 
cisco had just announced an anticipated broad indict- 
ment of our business under the anti-trust laws, when 
the SEUA case was pending, and when here in New 
York the federal investigators were in the National 
Board and the Cotton Underwriting Association. I must 
confess that I prefer Roger's fortitude to Elmer's fright. 
Industry improvement in the structure of our fire rating 
organization, procedures and practices, however late, is 
infinitely preferable to allowing outside forces the ad- 
vantages of discovering the desirability or necessity of 
changes: The burden of responsibility on a minority for 
blocking such improvements is a heavy one. 


At the National Board membership meeting it was said: 
“The establishment and efficient functioning of the Inter- 
Regional Insurance Conference has provided a national 
advisory organization which has effectively coordinated the 
rating and procedural practices of the various regional and 
state bureaus throughout the country.” And, again, ‘The 
| superimposing of a national organization upon the regional 
and state bureaus would serve no useful purpose not 
dlready being successfully accomplished by Inter-Regional 
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under its present basis of operation.” Inquiries confirmed | “Tl 
my opinion that these statements were not supported locatt 
by fact, and it is noted that the two compilers of the ) Jally 
recent “divergent views’ did not accept the statements 
either. It is sufficient now to observe that the same | | “T 
gentleman who made these statements at the National | | risks 
Board meeting, has within the past three months par. p 
ticipated in the distribution of a 3-page outline entitled | | ls 
“Program to Permit Inter-Regional Insurance Confer. | “with 
ence to Perform Rating Advisory Functions for which 
it was Created.” I submit that the statements made in || | | ) 
the National Board meeting reflect unmistakably a blind’) 
devotion for local rating bureaus that does not concen  ‘"t¥ 
itself with the necessity for even national advice. . 
Up until now the strongest argument, in my opinion, | pht 
of those opposed to national rating lies in the alleged | mat 
“incalculable” benefits still to be found in the grand ° ber: 
old “grass roots nature of the fire insurance business..." him 
The argument is strong, however, largely because of the Wé 
impossibility of precisely dealing with it adequately 10 
within the time reasonably available. It is much like 
dealing with the fog off the coast of Maine. I wonder if '™| 
the appeal to preserve this intangible will be as strong 4! 
if there is more concentration on precisely what it is 4 
we are urged to save. At the National Board meeting | Pf 
those who urged preservation of the “grass roots” con. | fe 


trol, supported .their argument with such generalities as | 
these: 


m 
“Fixed property at fixed locations” to 
re 

“Historical and traditional local differences based i 
upon the character of the population” , 


“All the factors that went into the pricing” . 
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“That rates are individual and dependent upon their 
location rather than being classified in groups nation- 
Nally” 


“The peculiarities of different territories and location 
risks” 


| “Individuality, initiative, and some flexibility all 


‘within an over-all pattern or policy” 


I cannot blame the authors of the recent ‘divergent 
views’ for lumping all this into one phrase — “present 
rating concepts’ — and bolting it all in one gulp. 


Even. though we may have repeated such descriptive 
phrases for generations, I am not sure they are “axio- 
matic’ —- a> one speaker at thé National Board mem- 
bership meeting termed them. However, I agree with 
him that they “may be considered academic.” One of 
Webster's definitions of academic is: “theoretical and 
not expected to produce an immediate or practical 
result."’ If each one of us must make decision on this 
important question without further specific and illumi- 
nating detail, I for one am apprehensive that no sub- 
stantial good and more likely harm will come from 
present practices and procedures or lack of them, in the 
held of fire insurance rating. 


The argument at the National Board membership 
meeting that a national rating bureau would be required 
to accept applications for admission of mutuals and 
reciprocals was dismissed by the two authors of the 
recent “divergent views” as being an empty one. From 
the last paragraph of their first page, I judge they con- 
cluded that mutual and reciprocal subscribers would be 
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no more of a problem for a national rating organizatioy 
than they present to the present local bureaus. I muy 
thank these gentlemen for setting the point straight. 


One last thought. I found myself at a loss to under. 
stand why the closing paragraph of the pro-adviso 
paper, written by the two helpful volunteers, had ng 


been presented as a point in favor of national rating | 


After all, their difficult editorial job was done after the 
National Board members cast their votes 43 to 17 fo 
national rating. Maybe, however, it was their intention 


to direct the appeal — that “we should avoid any dis. | 


sension within the industry’ — to the minority that 
needs it. 


Mr. Chairman, this is all I have to say on the 


subject. 


CHAIRMAN Mays: Are there any others who wish the 
floor? 


Mr. Lester S. Harvey [President, New Hampshire 
Insurance Group}: Mr. Chairman: I find myself in a 
difficult position following such a fine speech. I am 
going to speak in opposition. 


Why do we want to make a change? There are many 
things that have been said pro and con on national fire 
insurance rating association. Criticisms have been made 
about the present method of rating not doing the job 
expected. In many instances the managers of the rating 
bureaus and associations are being blamed. In other 
words, if there were not any criticism there would be 
no need for this meeting. There would be no desire to 
change. 
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My personal contact, perhaps, unfortunately, is only 
in the eastern part of the country as far as rates are 
concerned. I worked in New England when I was a 
geld man. The field men made the rates. I was chairman 
of one of the large county committees in Maine and it 
was my final job before leaving the field to completely 
re-rate that county. I don’t want to brag about it, but 


| |do want to make it a point that ever since I have been 


in the field and in the office as an official of my com- 
pany, I have had something to do with ratings. 


I find very few instances where rating managers 
should be called on the carpet. Practically every rating 
organization has a board of governors made up of 
executive officers of the companies represented, and the 
executive managers of the boards on which I have been 
privileged to sit have always tried to carry out the vote 


> sent to them from the nationally organized committees. 


I cannot say that our plan is a perfect one, of course, 
but I do feel that any blame for our loss ratio — and 
after all, it is the loss ratio that brings this subject to 
the forefront — can be put on the present system. 


In the last 20 years the thinking of many in the 
industry was to liberalize, liberalize, liberalize their 
contracts so that we could pay more claims, but keep 
the premiums up. Well, we have surely paid them. Who 
liberalized these contracts? Who liberalized our auto- 
mobile physical damage policy to the extent that we 
pay all sorts of nuisance claims? A national rating asso- 
cation. Who liberalized the dwelling policy to the 
extent that we pay 10 per cent of the dwelling item on 
a $50 outhouse in states where they have a valued 
policy? A national committee of the industry. 
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What did they tell us? They say: What differeng 
does it make if we do pay $2000 for a $50 item? The | 
same New York bodies. They claim it will ultimately | 
go into the rate. That is what they tell us. 


I am sure that most of us are not that naive in oy 
thinking about the difficult times we are having to get 
the rating increase as to think we are going to get an 
increase in rate if we give our money away. 


Is this one of the items already solved on a national 
level ? 


Who recommended that everything be eligible for 
a term and then introduced the installment payment of 
premiums so that risks that never would have been 
written for a longer term than a year were written for 


a term and paid for on an annual basis, thus reducing 


our annual income on these classes by one-sixth? Not 
the rating managers. Who has just brought out a new 
dwelling policy with an expensive loss ratio of 60 per 
cent and recommended no change in the premium 
charge whether the tax on the premium is 2 per cent 
as in most states or 6 per cent if written in the cities 
and towns in Alabama? Try to get down to 34 per cent 
in Alabama even if they pay 20 per cent commission. 
The rating managers have nothing to do with that. 


We say we are not getting enough premium in many 
parts of the country, which is causing an increasing loss 
ratio. In New England some few years ago, using only 
$5000 as a unit for a one-family house and $7500 on a 
two-family house, we made a check and found that the 
companies were collecting $306,000 a year in premiums 
because of exposed dwelling charges over and above the 
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minimum premium. Now we bring out a new policy set 
by a committee here in New York that ignores this and 
even cuts the rate at that. When your loss ratio suffers 
in New England, please don’t criticize the Board of 
Governors or the rating manager. 


We had a big wind up through the northeastern part 
of this country in 1950, and it was only a matter of 
weeks — even before we got any final figures — that 
we got an increased rate on the extended coverage por- 
tion of our policy in New Hampshire. After the two 
hurricanes of 1954, while hundreds and hundreds of 
losses were still being adjusted, we got increases in all 
the New England states — real increases — before the 
fnal figures were in. 


I] think it could be easily established that in any 
state where the rating manager has not followed the 
instructions of his board of governors, he may have 
been encouraged to do so by the Board of Governors 
or, at least, the Board of Governors did not attempt to 
make any correction. If a few men representing the 
largest companies in the business, and in many cases 
high-ranking officers of the companies, cannot control 
those rating managers sitting with them in their own 
state, I seriously question that anyone can do it sitting 
here in New York. 


I hate to say this, because I think it might be mis- 
construed. We feel very fortunate in New Hampshire 
that we have had so many opportunities to serve, and 
are now serving on Boards of Governors. One of the 
teasons I fear the National Rating Association is that 
I honestly believe that the medium-sized companies and 
the small companies will no longer have anything to 
say in making rates. 


Thank you, gentlemen. 
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CHAIRMAN Mays: The floor is open again. Yes, M | 
Dekker. | 


Mr. NicHotas DEKKER [Executive Vice Pres., Ametia| 
Fore Loyalty Group}: Mr. Herd made our position vey 
clear at the National Board meeting a year ago. Far be j 
from me to try and add anything to that. Our Position 
is unchanged. We are opposed to a national tating | 


bureau, whether through the medium of the Nationa 
Board or the Inter-Regional Insurance Conference. 


There are a few points that I would like to addreg 
myself to at this stage. It has been my privilege, Mr, | 
Harvey, to have served in this business for many, many 
years in various sections of the country. It has been my 
privilege to be active on rating committees in the Eag 
the Midwest and the Pacific Coast, and even to bk 
president of a rating bureau in one of those state | 
having a statutory rating bureau. 


If you set up a national rating bureau, it presupposes 
that you are going to try to establish one schedule for 
making rates countrywide. It presupposes that you will | 
try to abolish the present five or six schedules with the 
many variations. How do you intend to do that? You 
can do it in one or two ways; through persuasion or 
trying to bludgeon people. Let us look at that. 


I can recall back in the days when I was a cub special 
agent in Minnesota in 1924. I had a good friend with 
the Minnesota Inspection Bureau. He decided to leave 
the Minnesota Bureau and was going to take what he 


thought was a fine position with the New England | 


Rating Association because it was the intention of the 
New England Rating Association to adopt the Dean 
schedule then and now in use in the Middle West. 
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| believe the year is. I don’t believe that any of us in 
this room would be alive to see the full implementation 
of a decision to set up a national rating bureau. 
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My friend has long since died. The Dean schedule 


Now, let us say that you have one other method of 
doing it; through the use of the bludgeon. I submit that 
if you do it by way of a bludgeon you will have so 
much resentment from around the country, from the — 
| will use the term “hinterland” — because people 
resent the idea that all of the brains of the business 
reside along Madison Avenue or William Street or in 
Hartford or Baltimore. I think that if you use the 
bludgeon you are going to wind up with more than 
the present eight statutory rating bureaus. 

Secondly, it has been referred to, or reference has 
been made to the success of national rating bureaus on 
anumber of classes of business. All I would ask is this: 
Take a look at the record. Take a look at the percentage 
of business controlled by our type of companies in the 
‘fire field and take a look at that same percentage of 
business controlled by our type of companies in the 
businesses in the classes supervised by the existing 
national rating bureaus. 


Reference has been made to the federal investigation 
in Washington. We are not suggesting this as a delaying 
action because, as I said, we are definitely opposed .to 
a national rating bureau. However, would we be smart 
to institute a national rating bureau at this time when 
Washington has specifically stated that they intend to 
take a look at rating bureaus? Would it not be better 
advised to await the results of that investigation and 
perhaps to see what suggestions or recommendations 
might come out of Washington, for our consideration? 
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Mr. Black, in his very able speech, referred to the 
compromise plan. I am proud to say that we had some 
part in putting that_campromise plan together, because 
we felt that at this time we should try by all means to 
avoid any major dissension in the business. We do no 
think we can afford it. We have seen the result in the 
six or seven years. We feel that the compromise wil) 


be in the interests of improving the efficiency of local 
rating bureaus. 


Thank you. 


CHAIRMAN Mays: The floor is again open. Mr|! 


Newcomb! 


Mr. NeEwcoms: I would just like to comment on one 
point that Mr. Dekker made, and that is on this sub. 
committee of the National Board. I took part in the 
discussion at the time the matter came before the Na 
tional Board. At no time did I hear any discussion 
within the committee or elsewhere that this plan of 
creating a national rating bureau had any element about 
it that would establish anything like a uniform rating 
structure countrywide. In fact, just exactly the opposite 
was true in all of the discussions where I sat. 


There was sufficient recognition of local situations 


abundantly clear that it would be very desirable to 


retain these local differentials to the extent that they 


were applicable to our business. 


I think that some people may have the idea that a| 


national rating organization as such just means that you 
have a completely national schedule, and I don’t think 
that was ever contemplated in the minds of those who 
proposed this action. 
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| Mr. MILLER: Mr. Chairman, I would like further to 
say that we all went through the times, not so long ago, 
yhen the question of one schedule for the whole United 
Gates was discussed and voted down. I think that is 
one of the most impractical things we could discuss. 


| My point is that I think what we really need is some 
concrete supervision and some interest on the part of 
chief executives. If I have said it once, I have said it 
§0 times that this is the greatest business for the presi- 
dent to ask for something and the secretary won't give 
it to him. I mean that very sincerely. 





I served as president of a rating bureau without any 
n one | upervision when I should have had that supervision. 
_ sub-|| think this movement to — not control of the local 
n the | ating bureaus; I would vote against that instantly — 
> Na-| but to get a liaison, a closer contact with these rating 
ssion | managers is very important. I was on the road myself 
in of | for about 25 years, and if I had had any sense I would 
about | have stayed there. [Laughter] 

‘ating 

osite| That is my point. I think that a lot of us think that 
tomorrow we are going to throw out five or six of us 
| ind make rates for the entire organization. I do not 
oral think that is true or intended. I think the plan that has 
Ke it 

been suggested is a good one. Where we go from there, 





“ie who knows. Essentially it is a good start. 
CHAIRMAN Mays: The floor is again open. 
hat a 


it you) MR. ROLAND H. LANGE [Vice Pres., Hartford Fire Insur- 
think} ance Group}: Mr. Chairman: There is no need to review 
. who} again the pros and cons of national fire rating. I think 

they have been done very well in the National Board 
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discussions amd those discussions are on the record 
They have been quite accurately reflected in the mem, 
randum which the membership of this organization hy 
received arid which all of you have had an opportunity 
to study. I will not take your time to review what hy 
already come to your full attention. 


I must say again that the Hartford position continug 
to be in opposition to national fire rating. If anything 
the events which have occurred since the discussions on, 
the National Board level cause us to feel the untimeli 
ness and the undesirability of this proposal. 


We are very sincerely concerned over the decision; 
which this issue might bring about in our industry. We 
would hope that an area of agreement could be reached 
which a conclusive majority of the companies of our 
kind could accept. We pledge our company’s effort to 
that end, and we would hope that we could agree here 
to fully explore and bring about an acceptable solution | 
to the problem. 


CHAIRMAN Mays: Mr. Mountain. 


Mr. H. M. Mountain [Presideat, Aetna Insurance 
Group]: We agree that there is need for improvement 
in the methods, the time element and the results of our 
present procedure for development of rates. We do not 
favor gaining these by establishing a national rating 
organization. We take this position since we strongly 
feel, particularly at this time, that the fullest coopera 
tion among all companies is vitally needed and we 
should avoid any diversion of our attention from other | 
pressing problems. 
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We would like to briefly outline a program which 
would permit a possible compromise of the divergent 
views involved. Some of you gentlemen have heard this 
before. I ask that you bear with me because others 


have not. 
Inter-Regional Insurance Conference was organized 
approximately five years ago to serve as the nationwide 


advisory Organization in the field of rate making for fire 
and allied lines. The Constitution of Inter-Regional 
states that the object of the Conference is: 


To assist property insurance. rating and advisory 
organizations in the conduct of their affairs. 


The Constitution goes on to say, that in furtherance 
of this objective, this Conference shall: 


(a) Give particular attention to assisting in the 
coordination of the activities of the organizations 
served in recognition of the nationwide character of 
the insurance business and the desirability of avoiding 
unjustifiable variations in insurance contracts and rat- 
ing practices nationwide; 


(b) Provide a focal point for the discussion and 
study of the problems of the organizations served; 


(c) Conduct such studies and research and perform 
such other functions as are necessary and pertinent to 
the stated objective. 


47932 O—60—pt. 5 


» 
=f 
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For a variety of reasons the functions of Inte. 4, 
Regional have not been fully implemented, and as , | ues 
result the business has not realized the full potential of | rate 


the Conference even though its accomplishments to date | fling 
have been considerable. In acknowledgment of the | 

rather general feeling that everything reasonable and | 5, 
practical should be undertaken immediately to accom. ques 
plish necessary and desirable economies and efficiencies | o¢ 1 
in our fire rating and advisory organizations, and in liey | actu: 
of the abandonment of the traditional national advisory || form 
approach to fire rating problems, the following program | been 
is proposed to enable Inter-Regional to carry out the | Inte: 
above-stated objectives: advi 





1. Agendas for and minutes of all meetings of the| In 
Executive Committee of Inter-Regional Insurance Con. | sevie 
ference will be furnished regularly to all fire advisory || the 
and rating organizations which in turn will be te )| term 
quested to furnish agendas for and minutes of all meet. |! ratit 
ings of their rating, forms and governing (executive) ) cedu 
committee meetings. Reg: 

whe 

2. Advisory and rating organizations will be te app 
quested to furnish Inter-Regional regularly with cut of 
rent audits of financial accounts and copies of financial ly 8 
statements including reports of income and disburse of 1 
ments not less frequently than annually (but more 
often if such reports are regularly prepared for the 





lt 


information of committees or for the membership.) me 
' to t 

3. Advisory and/or rating organizations will be te- rr 
quested to furnish Inter-Regional with copies of pro- re 


posed changes in forms, rating formulae, schedules and | atte 


procedures prior to adoption. 1 Exe 
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ter. 4, Advisory and/or rating organizations will be re- 
Sa | quested to furnish Inter-Regional with copies of annual 
lof | sate reviews and proposed rate adjustments prior to 
date fling. 

the 

and | §, Rating and advisory organizations will be re- 
om- quested to advise Inter-Regional of any proposed studies 
cies gr research projects they are contemplating before 
lieu | | actually engaging therein that Inter-Regional may in- 
sory | form them of any similar or duplicate studies that have 
tam | been made or are under way in other jurisdictions, and 
the | Inter-Regional will give like information to rating and 
advisory Organizations as respects their research projects. 





the |  Inter-Regional through its staff and committees will 
son | review all of the above matcrial for the information of 
sory | the Inter-Regional Executive Committee and will de- 
te |'| termine whether action proposed by advisory and/or 
leet: || rating organizations conforms to principles and pro- 
ive) | cedures recommended by Inter-Regional. The Inter- 

Regional Executive Committee will consider those cases 

where there are significant departures and will prepare 
te. appropriate recommendations relating thereto. Review 
cut. of such material by Inter-Regional will be done prompt- 
cial ly So as mot to interfere with the prompt functioning 


irs «of rating and advisory organizations. 


the ‘It is recognized that the present staff of Inter-Regional 
probably is inadequate to do all of this work and that, 
if this program is adopted, the staff probably will have 
to be enlarged. It is recognized also that “‘selling” this 
program to the regional and advisory organizations can- 
not be done by mail but will require the personal 
attention and wholehearted support of members of the 


| Executive Committee. 


fe: 

pro: 

and | 
| 
| 
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If this enlarged program is adopted by the Inte,| 
Regional Executive Committee, it is proposed that it } 
first put in effect in those states comprising the Majo; 
regional rating and advisory jurisdictions. In states when 
there are statutory rating bureaus or where peculiy 
local problems exist, separate conferences with gover. 
ing committees will be necessary to determine what, i 
any, modifications of the foregoing plan will be nece, 


sary. 


No one can tell for certain whether a broadeng| 
advisory program for Inter-Regional as outlined wil 
work or will enable us to attain the objectives » 
desire. However, these recommended courses of action, 
which are basic to enlarged advisory functions of Inte. 
Regional, would be essential for a national fire ratin 
bureau and would have to be undertaken as a first step 
in getting a national fire rating bureau started if tha! 
eventually is deemed necessary. If the advisory ap| 
proach does not work, we will be back here or some | 
where reconsidering a national rate-making approach, 
but meanwhile, by pursuing the course suggested, w 
will have wasted no effort and will have had an oppor 
tunity to prove whether we can exercise the desigei 
control over local fire rating bureaus without pre 
empting their local functions. 





Mr. Chairman, if it is in order, I would like to offer 
an amended motion for the consideration of the mem 
ber companies. 


CHAIRMAN Mays: That would be in order. 


Mr. MOUNTAIN: I move that the Executive Committe 
of Inter-Regional Insurance Conference be requested ti 
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romptly explore methods and procedures of attaining 
the basic objectives sought by proponents of a national 
fire insurance rating bureau by advisory means. 


CHAIRMAN Mays: Is there a second? 
MEMBER: I would like to second. 


CHAIRMAN Mays: The motion is before you. I should 
explain that in a motion to amend by substituting 
language for language of the immediately pending 
question, we will first have to take a vote on the motion 
to substitute or to amend, and if that is carried, we will 
then have to vote on the motion itself. 


Mr. Newcomb. 


Mr. Newcoms: Mr. Chairman, I may be out of order, 
but I do not think it is proper to recognize this motion 
of Mr. Mountain’s as an amendment to the original 
motion, because I think a separate issue is involved. 


I am not prepared to debate or to discuss the issue 
that is involved in Mr. Mountain's motion, but I think 
it is so entirely different that it can hardly be construed 
as an amendment to the original motion. I think two 
separate things are involved in the motions. 


CHAIRMAN Mays: Mr. Newcomb, the Chair has ruled 
this not only because it is correct from a parliamentary 
point of view, but also because I believe that the mem- 
bers of this Conference have taken of their time and 


come a long way to be given an opportunity to debate 
all of the issues involved here. 
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Mr. NEwcoms: Mr. Chairman, the point of my com. 
ment is that I am stating that I do not think it js 
within parliamentary right to amend the original motion 
in such a radical fashion. I am not debating the issue of 
Mr. Mountain's proposal now. I think — and this js 
only my personal opinion; you may not support it — 
that the stage would be clear for a discussion on Mr. 
Mountain's motion after the first one has been dispensed 
with. I think it is only right to act on the first one first. 


CHAIRMAN Mays: Mr. Newcomb, if you question the 
ruling I will be glad to cite you the authority. 


Mr. NEwcoms: I know Robert's. I claim that this is 
not an amendment. 


Mr. BLAck: Mr. Mays, this meeting was called for | 
the purpose of getting an expression of the member. ' 


ship as to whether they wanted a national rating 


Organization or not. Now, do you mean to tell me . 


that we are going to come here and spend our time and, 


through some scheme, trick or device, not have the | 


Opportunity to vote on that question? 


CHAIRMAN Mays: No, sir, that is not what I intend 
to say here. A vote against this motion to substitute — 


Mr. Brack: I think the point of order is that they 
should vote on the first motion first. 


Mr. S. D. PARKER [Springfield Insurance Group]: Mr. 
Chairman, the point of fairness was introduced into the 
argument earlier. It seems to me that we always ought to 
have fairness in an issue like this. I certainly agree with » 
Mr. Newcomb. It seems to me that it is really a parlia- 
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- mentary device for getting us away from the issue. I agree 


with you that it is in Robert's Rules of Order but I do 
not believe that we ought to decide a question like this 
on such a basis. 


| would hope that Harry Mountain would be willing 
to withdraw his motion for amendment so that it would 
not give the impression anywhere that we have met 
here for one purpose and then been diverted. 


CHAIRMAN Mays: Is there any further discussion? 


Mr. MOUNTAIN: I would be pleased to treat with the 
motion in any fashion that the membership as a whole 
would have it treated. 


CHAIRMAN Mays: The motion is to substitute, and 
that is a motion that is debatable. Do you wish to debate 


. it further? If not, I will ask the Secretary to call the 


roll. 
Do you have a copy of your motion? 


MEMBER: Are you voting on your amendment now? 


CHAIRMAN Mays: This is a motion to substitute for 
Mr. Black’s original question the language that Mr. 
Mountain read. If this is voted in the affirmative we 
will have a second vote on the question. 


MEMBER: Mr. Chairman, some of us in the back of the 


| toom did not hear that too clearly. May we ask that it 


be read again. 
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CHAIRMAN Mays: This is the motion: 


RESOLVED, That the Executive Committee of Inter. 
Regional Insurance Conference be requested to 
promptly explore methods and procedures of attain. 
ing the basic objectives sought by proponents of 4 
national fire insurance rating bureau by advisory 
means. 


Are you clear as to the procedure here? 


MEMBER: As I understand it, we are voting on the 
right to vote on that. 


CHAIRMAN Mays: This is a vote on the question of 
whether we should substitute this language for the 
language of the question put by Mr. Black. 


Mr. Brack: I do not see why you cannot proceed to | 


vote on the first resolution. There is plenty of oppor. 
tunity for Mr. Mountain to introduce that resolution 
afterward. There is nothing to prevent that. 


CHAIRMAN Mays: Mr. Black, this question is on the 


floor. We have to vote on this before we can vote on | 


the original question. 


Mr. BLaAck: Maybe as long as I have got the floor | 
am going to make another motion. 


CHAIRMAN Mays: You can amend it. 


Mr. BLack: Maybe we had better fix it up good. 
Suppose I should make a motion as a substitute motion 
that the membership decide whether they want to vote | 
on the first resolution first or the second resolution first. 
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CHAIRMAN Mays: Do you offer that as a motion, Mr. 
Black ? 


Mr. BLack: No, I do not, but I think it is a very 
unfair procedure. 


Mr. MILLER: I would like to offer an amendment that 
we vote on the original motion first. 


CHAIRMAN Mays: That would be defeating the pur- 
pose of the question. 


Mr. MILLER: I knew that before I spoke. {Laughter} 


CHAIRMAN Mays: Any further discussion? Are you 
ready for the question? Mr. Secretary, will you call the 
roll. 


MEMBER: Will you clarify one thing for us. In the 
manner in which this is presented to us, if we vote aye, 
what does that mean? 


CHAIRMAN Mays: If you vote aye you will vote to 
substitute the language we have just read for the 
language that was moved by Mr. Black. 


MEMBER: Let me be very sure once more. I think that 
has confused me. If I vote aye on this I am not voting 
aye on the Mountain motion at all; I am voting on the 
tight to vote. 


CHAIRMAN Mays: You are voting to substitute this 
language, and then you will be given an opportunity to 
vote on the question. 
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MEMBER: Then there will be no vote taken if this one 
carries; there will be no vote taken on the other. 


CHAIRMAN Mays: The next vote will be on this 
question. 


MEMBER: The membership will not have an oppor. 
tunity to vote on Mr. Black's resolution if Mr. Mountain's 
resolution is carried. 


CHAIRMAN Mays: If it is the sense of the meeting 
that they wish to vote on Mr. Mountain's resolution, that 
is correct. 


MeMBER: I came here under the impression that I was 
going to have an opportunity to vote on a national rating 
organization. It seems to me that this is a maneuver to | 
prevent that. 


a 


CHAIRMAN Mays: Are you now ready for the question? 
The Secretary will call the roll. 


{Secretary Beckwith called the roll.] 


CHAIRMAN Mays: The Chair declares the motion lost 
by a vote of 22 to 20. We revert tq the original question. | 


Now we have the motion made by Mr. Black and 
seconded by Mr. Newcomb. 


Mr. JOHN H. Dittarp [Vice President, The Fund 
Insurance Companies}: Mr. Chairman: We wish with all 
of our hearts that this was a meeting that could consider 
a national multiple peril rating body, because we are in | 
favor of that principle and that type of procedure. Un- 
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fortunately, we are only talking about a fire body and, in 
efforts we have made thus far to talk about multiple peril, 
we seem to get nowhere. 


Since the membership meeting of the National Board 
, year ago, there have been two important developments 
that no speaker has touched upon. I refer to the impact 
of the M-1 report and I refer to the decision by the 
industry to look into the question of what type of rating 
laws we are going to have or would like tc have. On the 
question of the M-1 report, the law in this state now is 
such that we know pretty weil what the ground rules may 
be and are merely hanging by an Appellate thread, waiting 
for the final decision to be handed down. 


We have been told by our eminent General Counsel for 
the National Board what this may mean to us and we have 
yot to know what the ground rules are going to be so 
that we will know how we are going to conduct our 
business. 


- On the question of what type of laws may be necessary, 
what changes may be necessary, I don’t think I am talking 
out of turn when I say to you that the industry committee, 
in its meetings thus far is quite as divided on that as this 
body here is today on the question of a national fire rating 
hody. I think some of you might be astounded to learn 
who would be at present, at least, the proponents of the 
California type law for all states. It is a very amazing 
development that has taken place just in the last year. 


With these things in mind, and for other reasons, we are 
zoing to oppose the adoption of the resolution before you, 
because we feel that these two things should first be 
resolved before we attempt to establish another rating 
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body and eliminate the present rating bodies and mak 
them become advigries. 


We believe there are presently available to us methods 
of having a closer liaison between our chief executive and 
local bureaus on rating. For those reasons we are going 
to oppose the question before you. 


Mr. CHARLES P. JervEy [The Travelers Insurance 


Group]: I am very grateful, of course, to Mr. Mountain | 


and I am sorry that his suggestion could not have had 4 
different ending. I think his effort represented a sincere 


desire to get on a compromise basis satisfactory to all. | 


talked with him privately about what he talked about 
briefly. I think that in some respects it meets the needs of 
a great many of us, but not fully. I want to take just a 
few minutes because I hope that when the vote is taken 


on the motion, that it will be strongly one way or the | 


other. I would be sorry about a 50-50 vote. 


It would seem to me that some of us have got this 
wrong. There is no intention of getting rid of 34 fire 
rating organizations. I doubt whether in five years we will 
see any material change in our rating setup as far as our 
individual bureaus are concerned, but we will see a trend 


toward a national rating organization, which is a thing! | 


have never wanted. Perhaps some of these things should 
be changed gradually, but that is not the point of issue to 
me and has not been the point from the very beginning. 
It seems to me that we have got to face this in practical 
fashion. 


I have been asked on several occasions — and it is 
worth nothing except as the opinion of one person — 
what I thought of the WAB setup. I thought it was just | 
fine. I have been asked if I would like to see it nationally. 
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1 would, but the point of difference between some of us 
comes in in the next question. If, in order to maintain 
the present WAB setup it would be necessary for the 
WAB to become a rating organization, would you vote 
yes or no? I would vote yes, and I think that is where we 
part company, some of us, and that is the real issue. We 
may be confronted at any time with the need to decide 
whether or not we want to preserve what we have in the 
organizations. | think that we must once and for all dis- 
pose of the question. That is my only point, Mr Chairman. 


CHAIRMAN Mays: Are there any uthers who wish to 
discuss this? 


Mr. MILLER: What is the question? 


CHAIRMAN Mays: Do you wish me to read the question 
again? I hear no call for reading the question. The Secre- 
tary will call the roll. 


[Secretary Beckwith called the roll.} 


CHAIRMAN Mays: The Chair declares this motion lost 
by a vote of 25 opposed, 16 affirmative and one not voting. 


Is there any other business to come before the group? 


If there is no other business, a motion to adjourn is in 
order. 


MEMBER: I so move. 
MEMBER: Second. 


CHAIRMAN Mays: It has been moved and seconded 
that the meeting be adjourned. All in favor say “‘aye’’; 
opposed, ‘‘no.” The meeting stands adjourned. 


{The meeting adjourned at twelve o'clock noon.} 
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INTER-REGIONAL INSURANCE CONFERENCE, NEW YORK, N.Y. 


A special meeting of the members of Inter-Regional Insurance Conference was 
held March 25, at 85 John Street, New York, to consider enlarging the scope of 
the conference’s services and activities to include also functioning as a rating 
organization on fire and allied lines. 

It was voted not to extend the conference’s activities to include such functions, 
The Inter-Regional Insurance Conference will continue to operate as a national] 
insurance advisory organization. 

March 25, 1959. 


(The minutes of this meeting will be found at page 2960.) 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., July 6, 1959, 
To members of Inter-Regional Insurance Conference. 


CALL OF SPECIAL MEETING 


GENTLEMEN: There will be a special meeting of the membership of Inter. 
Regional Insurance Conference held in the New York board room, 85 John Street, 
New York City, at 11 a.m. on Thursday, July 16, 1959. 

This meeting is being called to take action upon the enclosed report of the com- 
mittee on organization and scope of Inter-Regional. This report was considered 
at a joint meeting of the Inter-Regional board of governors and executive com- 
mittee on July 2, 1959, and, after amendment to include the Western Actuarial 
Bureau and aproval by the board of governors, was adopted by the executive 
committee. 

The executive committee requested that this notice of the July 16 membership 
meeting clearly state that it is the present policy of Inter-Regional that there 
should be no atempted abridgment of the legal rights of deviation and independ- 
ent action of the members of the conference and that the action proposed in the 
enclosed report contemplates no change in this policy. 

Yours very truly, 
R. M. BecKkwitH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, NEW YORK, N.Y. 
REPORT OF COMMITTEE ON ORGANIZATION AND SCOPE OF INTER-REGIONAL 


At the April 16, 1959, meeting of the Inter-Regional executive committee the 
appointment of a committee on organization and scope was authorized and sub- 
sequently the following committee was appointed: J. H. Dillard, J. L. Erhardt, 
Felix Hargrett, H. M. Mountain, M. W. Mays, chairman, 

The committee has given careful study to the functions of Inter-Regional and 
has examined various proposals for strengthening Inter-Regional and extending 
its scope to the end that rate and form advisory functions in the business of 
fire and allied lines of insurance can be streamlined and performed more ef- 
ficiently and effectively. 

The committee has unanimously adopted the following program for submission 
to the executive committee and the board of governors, and later to the Inter- 
Regional membership : 

1. That, subject to concurrence by the interested governing committees and 
memberships, Inter-Regional immediately assume all fire and allied lines ad- 
visory functions of the following organizations: Eastern Underwriters Associa- 
tion; South-Eastern Underwriters Association; Western Underwriters Associa- 
tion; Board of Fire Underwriters of the Pacific; Reporting Form Service Office; 
Multi-Peril Insurance Conference; Western Actuarial Bureau. 

2. That Inter-Regional attain the above objective by physically consolidating 
with the above organizations. 

3. That Inter-Regional retain all fire and allied lines rate and form advisory 
functions and that it as promptly as possible transfer other functions to ap- 
propriate organizations. For example: It is contemplated that all public 
relations functions would be transferred to the new Insurance Information In- 
stitute as soon as this organization is ready to assume such duties; also, that 
town inspection and grading and any other engineering functions performed by 
the board of fire underwriters of the Pacific would be transferred to the Pacific 
Fire Rating Bureau; etc. 
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4, That regional advisory committees be appointed in order to have proper 
re resentation of regional interests. 

5, That a multiperil advisory committee, fully representative of the fire, 
casualty, and inland marine branches of the business, be appointed to assist in 
the performance of multiperil advisory functions. 

g. That such consolidations and transfers of functions be accomplished with 
full protection to qualified employees of the organizations involved and that 
there be a proper assumption by Inter-Regional of all retirement, employee 
penefits, and other obligations of the named organizations. 

7. That Inter-Regional (perhaps under a new name) be adequately staffed 
to accomplish the above objectives. 

The committee also agreed that, concurrent with the above undertakings, 
Inter-Regional should strive to perfect a closer liaison with governing commit- 
tees of fire insurance rating organizations by reviewing changes proposed by 
such rating organizations in forms, rating formulae, schedules, procedures and 
proposed rate adjustments prior to filing and, in addition, to review all studies 
or research projects proposed by such rating organizations in order to avoid 
unnecessary duplications. Review of all of the above material will be for 
the information of Inter-Regional executive committee and will establish whether 
action proposed by rating organizations conforms to principles and procedures 
recommended by Inter-Regional. The Inter-Regional executive committee will 
consider those cases where there are significant departures and will prepare ap- 
propriate recommendations relating thereto. Review of such material by Inter- 
Regional will always be done promptly so as not interfere with the orderly 
functioning of rating organizations. 

All of the above is in addition to, and intended to be compatible with, the 
program to be recommended by the committee on fiscal affairs which will report 
separately. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., July 23, 1959. 
To members of Inter-Regional Insurance Conference. 


GENTLEMEN : To complete your records relating to the special meeting of the 
membership of Inter-Regional which was held on July 16, we would advise that 
40 company groups were represented. 

At that meeting the report of the committee on organization and scope was 
adopted in the amended form attached to this letter with the further expressed 
intention of the membership to consider a consolidation with Multi-Peril Insur- 
ance Conference at an appropriate time. 

Meetings with committees of the several organization referred to in the 
attached report are being arranged. 

Yours very truly, 
R. M. BEcKwItTH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, New York, N.Y. 
REPORT OF COMMITTEE ON ORGANIZATION AND SCOPE OF INTER-REGIONAL 


At the April 16, 1959, meeting of the Inter-Regional executive committee the 
appointment of a committee on organization and scope was authorized and sub- 
sequently the following committee was appointed: J. H. Dillard, J. L. Erhardt, 
Felix Hargrett, H. M. Mountain, M. W. Mays, chairman. 

The committee has given careful study to the functions of Inter-Regional and 
has examined various proposals for strengthening Inter-Regional and extending 
its Scope to the end that rate and form advisory functions in the business of 
fire and allied lines of insurance can be streamlined and performed more effi- 
ciently and effectively. 

The committee has unanimously adopted the following program for submission 
to the executive committee and the board of governors, and later to the Inter- 
Regional membership : 

1, That, subject to concurrence by the interested governing committees and 
memberships, Inter-Regional immediately assume all fire and allied lines advisory 
functions of the following organizations: Eastern Underwriters Association; 
South-Eastern Underwriters Association; Western Underwriters Association: 
Board of Fire Underwriters of the Pacific: Reporting Form Service Office ; West- 
ern Actuarial Bureau. 
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2. That Inter-Regional attain the above objective by physically consolidating 
with the above organizations. 

3. That Inter-Regional retain all fire and allied lines rate and form advisory 
functions and that it as promptly as possible transfer other functions to ap. 
propriate organizations. For example: It is contemplated that all public re 
lations functions would be transferred to the new Insurance Information 
Institute as soon as this organization is ready to assume such duties; also, that 
town inspection and grading and any other engineering functions performeg by 
the Board of Fire Underwriters of the Pacific would be transferred to the 
Pacific Fire Rating Bureau; etc. 

4. That regional advisory committees be appointed in order to have proper 
representation of regional interest. 

5. That such consolidations and transfers of functions be accomplished with 
full protection to qualified employees of the organizations involved and that 
there be a proper assumption by Inter-Regional of all retirement, employee 
benefits, and other obligations of the named organizations. 

6. That Inter-Regional (perhaps under a new name) be adequately staffed to 
accomplish the above objectives. 

The committee also agreed that, concurrent with the above undertakings, 
Inter-Regional should strive to perfect a closer liaison with governing com. 
mittees of fire insurance rating organizations by reviewing changes proposed 
by such rating organizations in forms, rating formulas, schedules, procedures 
and proposed rate adjustments prior to filing and, in addition, to review aj) 
studies or research projects proposed by such rating organizations in order to 
avoid unnecessary duplications. Review of all of the above material will be for 
the information of Inter-Regional Executive Committee and will establish 
whether action proposed by rating organizations conforms to principles and 
procedures recommended by Inter-Regional. The Inter-Regional Executive Com. 
mittee will consider those cases where there are significant departures and 
will prepare appropriate recommendations relating thereto. Review of such 
material by Inter-Regional will always be done promptly so as not to interfere 
with the orderly functioning of rating organizations. . 

All of the above is in addition to, and intended to be compatible with, the 
program to be recommended by the committee on fiscal affairs which will report 
separately. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., August 27, 1959, 
Mr. DonALbD P. McHvueu, 
Counsel, Antitrust and Monopoly Subcommittee, Senate Judiciary Committee, 
Senate Office Building, 
Washington, D.C. 

DEAR Mr. McHucuH: Referring to the hearing conducted by the Senate Sub- 
committee on Antitrust and Monopoly at which the affairs of Inter-Regional 
Insurance Conference were considered, we were requested to submit certain 
material to the subcommittee in amplification of Mr. Close’s testimony. 

We accordingly enclose a copy of a stenographer’s report of the special meeting 
of the membership of Inter-Regional Insurance Conference held on July 16 
1959 in New York City. 

We have not made any attempt to correct any possible stenographic errors 
which may appear in the record herein shown inasmuch as we at no time in- 
tended to issue detailed minutes of that special membership meeting. You will 
perhaps recall that we did send out a brief bulletin to our members reciting the 
outcome of the meeting and a copy of that membership bulletin has heretofore 
been furnished you. 

We also enclose a display showing the proportion of fire and allied lines 
business written by the members of Inter-Regional Insurance Conference as 
related to total business written by the stock companies subscribing to the 
national board’s actuarial bureau as well as to the total fire and allied lines 
business written by all companies. The figures for all companies were com- 
piled from material published by an independent firm, ‘The Spectator,” and 
are believed to be substantially accurate, 

We also enclose a statement on which we have listed the names of the indi- 
viduals serving on the governing committees of the four regional organizations 
as well as a list showing our board of governors and our executive committee. 
These several lists have been derived from the most recent records which are 
available to us and we believe them to be fully accurate. 
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It is our understanding that a further request was made concerning which 
recommendations of Inter-Regional have been adopted by the rating bureaus. 
With a few exceptions we have never made it a practice to keep a “score card” 
of acceptances or rejections of our recommendations by the rating organizations 
and it is therefore impossible for us to furnish such data. 

The instances in which we have more detailed information are as follows: 

With respect to the term rule we did keep a running record of action by the 
several rating organizations concerning our recommendation for a revision in 
the term multiple. An up to date record which we have prepared indicates that 
the revised term multiple has now been approved in 43 States (including Alaska), 
but has not been approved in the District of Columbia, Kentucky, Louisiana, 
Mississippi, New York, Texas or Wisconsin It will be recalled from the testi- 
mony that our recommendation concerning the term multiple was prompted in 
large part by action of a committee of the National Association of Insurance 
Commissioners and was accompanied by a statement by the president of that 
association commending the recommended revision. 

Approximately a year ago we recommended nationwide a simplified plan for 
dealing with installment business. This plan has been approved by Eastern 
Underwriters Association for recommendation to the rating bureaus in that fleld 
and has also been adopted by the rating bureaus in the territory of the Board 
of Fire Underwriters of the Pacific. Our recommendation with respect to this 
plan has not been approved in the territory of Western Actuarial Bureau or in 
the States served by South-Eastern Underwriters Association. 

Another instance in which we have kept a running record of action by the 
several rating organizations with respect to recommendations of this con- 
ference involves the so-called nuclear program which has been implemented in 
full in 20 States; has been adopted in part in 29 States and has not as yet been 
adopted at all in 1 State. 

We have also attempted to keep in close touch with the progress made by the 
rating organizations in considering the application of a recommended “Procedure 
for Rating Bureau Review of the Overall Fire Rate Level by State.” A copy of the 
recommended procedure is enclosed. This matter is in a state of flux and precise 
data are not available. However, our records show that test applications of this 
procedure have been made by all rating bureaus but actual application of the 
procedure in making rate level adjustments has been made by only a portion 
of the rating organizations. 

I trust that the enclosure together with the comments contained in this letter 
will be of assistance to the subcommittee. 

Yours very truly, 
RoyaL M. BEcKwItTH, Manager. 


SPECIAL MEETING OF THE MEMBERSHIP OF THE INTER-REGIONAL INSURANCE 
CONFERENCE 


A special meeting of the membership of Inter-Regional Insurance Conference 
convened at 11 o'clock, July 16, 1959, in the New York board room, 85 John 
Street, New York, N.Y., Mr. M. W. Mays [vice president, America Fore Loyalty 
Group] presiding. 

Chairman Mays. This is a special meeting of the membership of Inter-Regional 
Insurance Conference and we have asked everyone to register at the desk in the 
back of the room. If you haven’t signed a card, will you do so before you leave? 

Secretary Beckwith will read the call of the members. 

Secretary Roya M. BeckwitH. Members of the Inter-Regional Insurance 
Conference called a special meeting. {Reading.] 

“There will be a special meeting of the membership of Inter-Regional Insur- 
ance Conference held in the New York board room, 85 John Street, New York 
City, at 11 a.m. on Thursday, July 16, 1959. 

“This meeting is being called to take action upon the enclosed report of the 
committee on organization and scope of interregional. This report was consid- 
ered at a joint meeting of the interregional board of governors and executive 
committee on July 2, 1959, and, after amendment to include the Western Actu- 
arial Bureau and approval by the board of governors, was adopted by the 
executive committee. 

“The executive committee requested that this notice of the July 16 membership 
meeting clearly state that it is the present policy of interregional that here shoud 
be no attempted abridgment of the legal rights of deviation and independent 
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action of the members of the conference and that the action proposed jp the 
enclosed report contemplates no change in this policy.” 

Now I will read the attached report of committee on organization and Scope 
of interregional. [Reading:] 

“At the April 16, 1959 meeting of the interregional executive committee the 
appointment of a committee on organization and scope was authorized and 
subsequently the following committee was appointed : J. H. Dillard, J. L. Erhardt, 
Felix Hargrett, H. M. Mountain, M. W. Mays, chairman. 

“The committee has given careful study to the functions of interregiona] and 
has examined various proposals for strengthening interregional and extending 
its scope to the end that rate and form advisory functions in the business of 
fire and allied lines of insurance can be streamlined and perforimed more eff. 
ciently and effectively. 

“The committee has unanimously adopted the following program for sy 
mission to the executive committee and the board of governors, and later to 
the interregional membership : 

“1. That, subject to concurrence by the interested governing committees ang 
memberships, interregional immediately assume all fire and allied lines advisory 
functions of the following organizations: Bastern Underwriters Association, 
South-Eastern Underwriters Association, Western Underwriters Association, 
Board of Fire Underwriters of the Pacific, Reporting Form Service Office, 
Multi-Peril Insurance Conference, Western Actuarial Bureau. 

“2. That interregional attain the above objective by physically consolidating 
with the above organizations. 

“3. That interregional retain all fire and allied lines rate and form advisory 
functions and that it as promptly as possible transfer other functions to appro 
priate organizations. For example: It is contemplated that all public relations 
functions would be transferred to the new Insurance Information Institute as 
soon as this organization is ready to assume such duties; also, that town in 
tion and grading and any other engireering functions performed by the Board 
of Fire Underwriters of the Pacific would be transferred to the Pacific Fyre 
Rating Bureau ; etc. 

“4. That regional advisory committees be appointed in order to have proper 
representation of regional interests. 

“5. That a multiperil advisory committee, fully representative of the fire, 
casualty and inland marine branches of the business, be appointed to assist in 
the performance of multiperil advisory functions. 

“6. That such consolidations and transfers of functions be accomplished with 
full protection to qualified employees of the organizations involved and that there 
be a proper assumption by interregional of all retirement, employee benefits, and 
other obligations of the named organizations. 

“7. That interregional (perhaps under a new name) be adequately staffed to 
accomplish the above objectives. 

“The committee also agreed that, concurrent with the above undertakings, 
interregional should strike to perfect a closer liaison with governing committees 
of fire insurance rating organizations by reviewing changes proposed by such 
rating organizations in forms, rating formulae, schedules, procedures and pro- 
posed rate adjustments prior to filing and, in addition, to review all studies or 
research projects proposed by such rating organizations in order to avoid u- 
necessary duplications. Review of all of the above material will be for the 
information of interregional executive committee and will establish whether 
action proposed by rating organizations conforms to principles and procedures 
recommended by interregional. The interregional executive committee will con- 
sider those cases where there are significant departures and will prepare appro- 
priate recommendations relating thereto. Review of such material by inter- 
regional will always be done promptly so as not interfere with the orderly 
functioning of rating organizations. 

“All of the above is in addition to, and intended to be compatible with, the 
program to be recommended by the committee on fiscal affairs which will report 
separately.” 

Chairman Mays. Gentlemen, the meeting is open for the transaction of busi- 
ness. I move the adoption of the executive committee’s report. 

[The motion was seconded. ] 

Chairman Mays. Will you discuss it? 

Mr. W. E. Newcoms (president, Great American Insurance Co.) : I would like 
to speak in favor of the recommendation made by the executive committee, with 
one reservation ; that is, the inclusion of MIC in the list of organizations involved 
in this plan, and I think it should be open for discussion. 
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The only reason I say this is that it seems to me all the other organizations 
here are compatible in every way. Maulti-Peril Insurance Conference 
embraces, as the names indicates, the multiperil business. I think if there is 
one area of our business in which there is a great division of opinion, it 
exists in this phase more than in any other situation. 

I fear the possibility that by inclusion of MIC in this group of organizations 
we might ultimately have a serious division of opinion existing here, and it 
could possibly influence the overall good of what we are trying to accomplish 
py tying all these fire and allied line organizations together. 

I mention it only as a temporary situation because I feel certain that the time 
will come when the multiperil business will be stabilized and there should be in 
the future an opportunity to take an additional step to bring multiperil business 
into the same orbit that we are trying to accomplish at the present time. 

I wonder if it wouldn’t be more prudent to temporarily leave MIC out of 
this plan and wait until this situation does stabilize before bringing it in, only 
pecause of the possibility that the division of opinion existing today may create 
a substantal breach which would imperil the overall good we are trying to 
achieve. I state this as a matter for discussion rather than anything else. I 
think it should be considered by the membership before the vote is taken. 

Mr. Ropert WAREING (Travelers Insurance Co.). I want to echo Mr. New- 
comb’s sentiments. 

When this letter hit our office, half a dozen officials looked it over and then 
we had a meeting. We all agreed very readily to the objective, but only one 
audible objection to include MIC was made. We think MIC should be left out 
pecause of the reasons outlined by Mr. Newcomb, and perhaps taken up at some 
later date. We think that perhaps later on, several months or maybe a year, 
we could approach the MIC subject again, after perhaps first consulting with 
the executive committee of MIC which has its composition in casualty and fire 

le. 

Mr. B. A. JocHEN (American Insurance Co.). We share the views outlined by 
Mr. Newcomb, and for the same reasons that he gave. We feel that MIC 
eventually belongs in this consolidation, but we feel that the move without MIC 
is in itself a king-sized operation and we fear that if an attempt is made to 
bring in MIC at the outset it might imperil the overall situation. 

Mr. CLARKE SMITH (Royal-Globe Group). I wonder if that would not be 
accomplished subject to the concurrence of the membership and governing com- 
mittee of MIC; that they vote not to doit at this time. 

Chairman Mays. That has been contemplated, but discussions would have 
to be had with the names of all governing associations. 

Mr. Newcoms. There is only one problem with that situation. I needn't 
describe the conditions which deny us expressing our position in MIC, and we 
shouldn’t be able to express our view under those circumstances. Nevertheless, 
we are very much interested in the expanded regional organization. I speak 
from the standpoint of a company and not as a member of MIC, with a very 
decided interest in what is going to become of Inter-Regional. 

Even though the committee of MIC might vote to be included, I still raise the 
same objection: whether it’s a prudent thing to do at this time because of the 
stabilization of that business at the present time. 

I want to make it perfectly plain that the time should come, and we should 
look forward to the opportunity of extending activities of this Inter-Regional 
organization into the multiperil field. I am only interested in the possibility of 
a danger being apparent and that a split could occur in the expanded Inter- 
Regional organization, which might have a tendency to defeat the very thing 
we are trying to do. It could create such a serious breach that it would imperil 
the whole program. 

I would rather take the program of the compatible organizations first and 
then move into the multiperil field after there is stability in that field. 

Mr. W. L. NoLen (North British & Mercantile Insurance Co., Ltd.). I wonder 
if it wouldn’t serve a purpose to improve the proposal, with the exception of the 
Multi-Peril organization, with the further clause incorporated that it is the 
intent of this body at a later date to give consideration to taking Multi-Peril 
into the organization, as mentioned. 

I share the view of Mr. Newcomb that possibly now is not the right time to 
bring Multi-Peril in and that this organization has all it can do to take care 
of straight fire organizations. 

Mr. H. M. Mountain (president, Aetna Insurance Group). I think it would 
be helpful if the members knew the reasons why MIC should not be included 
and if you would outline those reasons. 
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Chairman Mays. Could I impose on you to do it so that the chairman doesn't 
appear to be speaking too much? 

Mr. Mountain. You could. Very briefly, the situation is a very real concern 
of those who have had some dealings with MIC and know how Serious the de 
plorable staff situation is. There is no question that we must do Something 
about that organization to be effective. 

The chairman of the rates committee went outside for statistical help and 
brought in some key men to give assistance. There is positive need for 
strengthening that organization. I don’t think any member of the organization 
feels that it is the only solution, but there is a need for immediate action of some 
sort. 

Mr. WaREING. We thought of that and realized that they are in pretty tough 
shape. We think that situation should be taken care of by the executive com: 
mittee of MIC. 

Mr. F. W. Borie (Employers Fire Insurance Co.). I think the suggestion 
which Mr. Smith made is good. In the final analysis, it is going to be up to 
the executive committee to determine whether or not they want to join this 
particular organization and I would like to suggest that we leave it to MIC. 
They are fully cognizant of some of the difficulties and some of the problems 
which may arise, and it is conceivable that in their wisdom they may conclude 
not to join. But, in the final analysis, the decision is one they must make, and 
then they can announce to the membership their recommendation, one way or 
the other. 

Mr. JocHEN. I can’t help disagreeing very definitely with the thought of 
whether it is proper or not to join. The surveying organization here is Inter. 
Regional and I feel very definitely that it is the thinking of this organization 
that should prevail. We are not members of MIC, as all of you know, but that 
has nothing to do with our views in this matter. 

I have heard that there is a definite need for strengthening the staff of MIC, 
I see no reason, however, why that strengthening could not be done after melting 
into the combined organization. 

Mr. Newcoms. I would like to recommend that the recommendation be adopted 
in its entirety, or with the reservation that MIC be omitted from the list of 
organizations to be consolidated in the expanded Inter-Regional. 

Chairman Mays. Is there a second? 

(The motion was seconded. ) 

Chairman Mays. We discussed the motion to delete Multi-Peril Insurance 
Conference from the list of seven organizations listed at the bottom of page 1 
on the committee’s report. 

Mr. A. L. Pottey (Hartford Fire Insurance Co.). At the conference we sup- 
ported this as a whole. 1 think I can support the motion that has just been 
made if there could be incorporated in it some expression that MIC was intended 
to be brought in at a later date when it was more opportune. We would prefer 
not to bring MIC in at this time because of full appreciation that they do need 
to have some strengthening of staff. If it is contemplated that they would 
eventually be merged into this organization, I think we should help them, even 
to the extent of helping with their staff problems, if that seems advisable. 

When it comes to the point of saying that we should leave it to these different 
organizations as to whether or not they should become a part of this, an action 
by this body inviting them to do so is going to be almost a mandate to say we 
want you to do so, and if each are going to choose to do so or not as freely as is 
indicated, I am afraid we will run into difficulty. 

Mr. NoLen. I share completely Mr. Polley’s opinion. 

Mr. NeEwcoms. I will be very happy to amend my motion to include any such 
language as that which Mr. Nolen and Mr. Polley have expressed. 

Chairman Mays. That language, then, indicates that the intent is to consider 
Multi-Peril Insurance Conference at a later date? 

Mr. Newcoms. Yes. 

Chairman Mays. Would that be satisfactory to you? 

Mr. Po.Liey. Yes. 

Mr. W. J. CHRISTENSEN (President, Firemen’s Insurance Co. of Newark). 
First of all, as far as America Fore Loyalty Group is concerned, we are highly in 
accord with the idea of Inter-Regional taking over the advisory functions. I 
am rather in doubt that by eliminating them at this time we will accomplish 
our objective. 

In the first place, the function of this Inter-Regional, or whatever may be 
the succeeding name, would be in the fire and allied lines. Furthermore, in this 
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y tative of 
says that the Multi-Peril Advisory Committee is fully represen 
the ae cmaiee, and inland marine branches of the business, and is to be 


‘appointed to assist in the performance of multiperil advisory functions. 


| believe, as far as my own personal thinking is concerned, that by ee 
MIC would be trying to throw a monkey wrench into the overall —e Pn 
re going to have fire and allied facilities for the other lines, and I ee re 
that you put them in there and leave it to the executive committee of MIC as 
to whether or not they will or will not remain. : ’ 

Chairman Mays. If I could speak in explanation of the committee’s posi- 
tion—it was never the intention of the committee to in any way undertake to “A 
empt any of the functions of the casualty or inland marine organizations n 
the multiperil field. That was the reason for putting in the provision aa you 
refer to, which is No. 5, regarding the appointment of a Multi-Peril Advisory 
Committee. I hope Mr. Newcomb will correct me if I am wrong. 

That if the amendment prevails, we will strike out that numbered para- 

ph 5. Will you discuss the amendment further? If not, the vote will be on 
the question of deleting Multi-Peril Insurance Conference from the list of 
organizations named at the bottom of page 1 of the committee’s report, which 
carries with it deletion of paragraph numbered 5 on the second page of the 

rt; the understanding being that there will be a reference to the intention 
of Inter-Regional considering MIC at a later date. Does that clearly express 
the intent of your motion? 

Mr. NoLteN. Rather than strike out item 5 on the second page in its entirety, 
wouldn’t it be better to strike that page and add a motion? 

Chairman Mays. It could be handled that way, but the chairman has to ask 
this question: If it is put in that way, has the executive committee of Inter- 
Regional the power to move at any time it chooses without coming back to the 
membership? 

Mr. NOLEN. No. 

Chairman Mays. I think it’s important that we get that straightened out. 

Mr. Newcoms. I don’t think so. I don’t think this provision will ever cover 
the Multi-Peril organization. 

Mr. Noten. I wonder if Mr. Newcomb wouldn't agree that striking it now 
would be the cleaner way of doing it, and as far as the matter is concerned 
there is no reason why the language involved shouldn’t be drafted as a recom- 
mendation to the membership at the present time. 

There is no objection to the language as it applies to Multi-Peril ultimately, 
but it seems to me that we are encumbering this situation by leaving in a 
provision that may or may not apply when you decide whether and when you 
are going to do something about Multi-Peril. I think it would be much better 
to strike it now and draft whatever language is suitable, including this pro- 
vision that seems to be proper, at the time that Multi-Peril is considered, and 
Ieertainly think the subject should come back to the membership for ultimate 
decision. 

Mr. Newcoms. All I wanted to imply is that we are not striking Multi-Peril 
off the list and leaving them forever outside, but simply deferring action to 
bring Multi-Peril into the organization. We expect at some time to invite 
Multi-Peril to come into this organization. 

Mr. PoLLey. The amendment to the original motion, which was accepted, was 
intended to express that very thought, and I believe it does. 

Mr. BoyLe. Are we still discussing the motion ? 

Chairman Mays. We are discussing the amendment. 

Mr. PoLLEY. Does that include any comments on the general motion? 

Chairman Mays. No, sir. We have to dispose of the amendment. 

Mr. PoLtey. Do we have an opportunity to discuss further the motion? 

Chairman Mays. We will revert to the report as amended, after the vote is 
taken. 

Just to repeat: The motion is to strike Multi-Peril Insurance Conference from 
the report and to insert a reference indicating the intent of the executive com- 
mittee to consider Multi-Peril Insurance Conference at a later date, which will 
necessitate the striking of paragraph 5 from the report. 

Mr. Boye. If I am out of order, correct me. I'd like to ask just what are 
some of the specific reasons why we should not include MIC in this move. 

It is conceivable, I think, that some of the breaches to which there has been 
made reference may be held completely to the end so that there would be no 
breaches. Probably those who are members of this organization but not mem- 
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bers of MIC might see fit to conclude the philosophy expressed by MIC at the 
present time. 

Basically, Mr. Chairman, I would like to hear some sound specific reasons 
as to why MIC should not be included in the move we are discussing now, 

Chairman Mays. Mr. Newcomb, would you care to speak on that? 

Mr. Newcoms. I would be very happy to do so, but before doing so I woyg 
like to make one amendment to your recitation of your amending motion. This 
matter ought to come back through the executive committee to the membership, 
You stated the executive committee. I do think the subject should ultimately 
be considered by the membership, through the executive committee. 

Chairman Mays. That would be understood. 

Mr. Newcomes. On this other point, one of the reasons why I feel rather keenly 
about this situation is that I don’t think Multi-Peril’s personnel or sta 
problems are the problems that we are confronted with here. That could bp 
resolved very easily by bringing it into Inter-Regional or some other organiza. 
tion. Basically, I think there is such a difference in the fundamental philogoph 
of companies interested in multiperil business today, that this difference jp 
philosophy may ultimately cause a breach that could possibly split open Inter. 
Regional. 

Until these basic differences are adjusted, and I am sure they will be in time 
because one or the other of the philosophies is bound to prevail, then I think 
we should consider it when we have a better opportunity for moving in a very 
similar direction as a group. As long as we have such a strong difference in the 
basic philosophy as to how the mechanics are to be handled, then I don’t think 
we have a good chance of bringing it together, and a staff change may not alter 
that situation. 

Chairman Mays. Mr. Boyle, does that clear up the point for you? 

Mr. Boy _e. It’s a very laudible answer. The plain facts are that if there are 
any basic differences, each and every one of us are in the situation where we 
can exercise our independence, so why should we be concerned about the basic 
differences. If I decide that I don’t like the philosophy, either now or in the 
future, I can go my own way and so can everybody else. 

I think we covered this in our last letter very clearly so I don’t quite follow 
specifically the point made. If there are basic differences we determine what 
we want to do ourselves, and we still go on as members of Inter-Regional, with 
the possible exception of homeowners business or any particular class of business 
which we don’t want to deal with independently. 

Chairman Mays. In order that there might not be any misunderstanding, | 
call your attention to the third paragraph in the call-of-meeting notice, which 
was put in there to indicate to anyone who had a question in mind that Inter- 
Regional had no intention of undertaking any police powers over its membership, 

Mr. JocHuen. I would like to point out that those of us who have been active 
in interregional realize, I think all too well, the very large intersectional dif- 
ferences that exist now among the regional organizations and some cf the think. 
ing. 
There isn’t any doubt in my mind that it is going to be a king-sized job and 
I don’t think it would be prudent to toss into that large problem the additional 
problems that are presented in the Multi-Peril Insurance Conference. 

Mr. Boye. Just one more question. I would daresay, if we would take a 
count, two-thirds of the executive committee are also represented on the execu- 
tive committee of MIC. 

Mr. P. 8. Keeter (Crum & Forster group). As I get it, there are two reasons 
at the present time: one is the philosophy of MIC and the other is the mechanics 
of rating of Multi-Peril. I haven’t heard any other. Do you think, in our life 
time, the time will come when the philosophy in the insurance business will be 
similar and that we will ever act because the philosophy of a problem is the 
same? The mechanics of rating; I assume that means a rating organization in 
order to change the mechanics into a three-way street. If that is changed, then 
there is no need to take over Multi-Peril. 

I think we are kidding ourselves and we are really saying, let’s think of a 
pleasant way of never taking over MIC becausé 6 months from now we will 
be at it again and the philosophy or mechanics of rating will be the same. 
A year from now it will be the same thing. Five years—same thing. We have 
got to make some decision. It’s our own philosophy that we ought to get 
together and do something about. I won’t recognize this change in philosophy. 

Mr. NOLEN. In the first place, I can’t subscribe to this latter statement be 
cause it certainly would not be my intention to find an excuse for delaying the 
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(b) 
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of Multi-Peril supervision by Inter-Regional. I think it’s coming, 
ss tok it should come. I should be very favorably inclined toward it, 
po the sooner the better, so long as some of these problems have been straight- 
poo out. Call it what you may, there are such basic differences existing today 
fn this pusiness that I think the very fact of bringing in these other organizations 
venld cause me to be very much in favor of doing this. If this newly created 
organization were going to be constituted as a rating organization, I would vote 
ina minute to bring in Multi-Peril. 
Mr. SmiTH. I have heard nothing that would change my mind to leave the 
original motion as made up to the governing committee and the committee of 


_ Mays. The vote will be on the proposal that we delete MIO from 
this list, and to, repeat, that we will have a reference in here that in due time 
MIC will be considered by the executive committee and the membership, all 
carrying with it the understanding that we will delete paragraph numbered 5 
on page 2 of the report. All those in favor say “aye”; opposed “no.” The “ayes 
have it and the motion is carried. 

Now we revert to the amended report, with Multi-Peril Insurance Conference 
stricken out, but not literally. Mr. Boyle, did you want to speak on the amended 

rt? 
ur. Bore. No. 

Chairman Mays. Does anyone wish to discuss the amended report? The vote 
will be on deleting Multi-Peril Insurance Conference. All those in favor say 
“aye”; opposed “no.” The “ayes” have it and the motion is carried. 

There is only one other point the chairman would like to make and that is 
that it would seem advisable at this point to have some kind of a press announce- 
ment indicating the intention of interregional. Is there anyone who would 
object to the preparation of such an announcement by the officers and manage- 
ment of interregional? If not, that will be done. 

A motion to adjourn is in order. 

(The meeting adjourned at 11:45.) 


INTERREGIONAL INSURANCE CONFERENCE, NEW York, N.Y. 


Year 1957—Direct premiums written in U.S.A., excluding Alaska, Hawaii, 
Puerto Rico’ 


(a) All companies (stock, mutual, reciprocal) (the spectator 


totals) : 
i arsed oe Sega ca es tase pl is ar $1, 757, 170, 757 
CUE TI io ois on hk enkbocgrermives mead enaee ake 648, 796, 571 
I ics isso sceniepipvies Gendt seseaanimemnetes dl eckiawelanea acs Ameen 
OE SOs eee cSaciecmcn cia ata ahaa eee 31, 357, 390 
NI sais sas sasstssiseat ds waiNirgadadcne SE Rcnecicia ake ae * 2, 487, 324, 718 


(b) All national board subscriber stock companies (estimated 95 
percent of all stock companies) : 


Na tenis Antes nacssrenansnaniecihes erie Nike hk ae ieee ee 1, 264, 906, 849 
ONO: COVOER BG i oss inks ie cect ein AS eld 449, 600, 765 
EE ntikcnnccenanentecnnnmnanannbiddiil sek, A ol 
UD MANN en cscs nsec ww cen nn ss see escola las ais aa ae a ee oA 12, 590, 438 

I niacin saiat nenntlicaiannigneip taeda. ame El seule) * 1, 727, 098, 052 

(c) All interregional member stock companies (assessment re- 
port totals) : 

WD Rest wl Se NE Se ee ee eee 988, 514, 392 
er COTOROIIG 65 os ee ee 364, 935, 047 
BE WON ois science mindigie dentin wenios aomepekeesenmbicaensithine mea oe 
ee SN i ol on ae wbdilcou ani ake eee 11, 865, 553 

I ibis Bilal bies nd pene eduateiiaeeaL ees ae *1, 365, 314, 992 


? This is the last year for which we have complete figures. 

* Equals 100 percent. 

* Equals 71 percent of total, all companies (a). 

‘Equals 56 percent of total, all companies (a) ; or equals 79 percent of total, national 
board stock companies (b). 
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INTERREGIONAL INSURANCE CONFERENCE GOVERNING COMMITTEES 


ORGANIZATIONS 


BOARD OF FIRE UNDERWRITERS OF THE PACIFIC 


Governing committee 


C. M. Marshall (president), Aetna Insurance Co. 

A. J. Stocklmier (vice president), London & Lancashire Group. 
J.C. Qualmann (chairman), Royal-Globe Insurance Group. 
J.J. Campion, Phoenix Assurance Co. (London). 

Carl N. Homer, Deans & Homer. 

D. L. Jones, Ohio Farmers. 

S. D. Menist, Fireman’s Fund. 

B. J. Oswald, Pearl-American Insurance Group (Monarch). 
P. D. Richards, Richards & Co. 

D. E. Waggaman, Commercial Union. 

Walter White, Jr., Aetna Casualty & Surety Co. 


EASTERN UNDERWRITERS ASSOCIATION 


Executive committee 


A. L. Polley (president), Hartford Fire Insurance Co. 
J.R. Robinson, Phoenix Assurance Co. of New York. 
Charles M. Close, Great American Insurance Co. 

H. M. Mountain, Aetna Insurance Co. 

W. W. Allen, the Home Insurance Co. 

Bert A. Jochen, the American Insurance Co. 

H. W. Miller, Commercial Union Assurance Co., Ltd. 
A. T. Chisholm, Pearl Assurance Co., Ltd. 

Nicholas Dekker, the Continental Insurance Co. 
Robert G. Horr, Agricultural Insurance Co. 

Charles P. Jervey, the Travelers Indemnity Co. 

W. L. Falk, Royal-Globe Insurance Group. 

Lester S. Harvey, New Hampshire Fire Insurance Co. 
Edward J. Martin, the Phoenix Insurance Co., Hartford. 
L. M. Michel, Reliance Insurance Co. 


SOUTHEASTERN UNDERWRITERS ASSOCIATION 


Erecutive committee 


W.L. Christensen (president), America Fore Loyalty Group. 
Thomas E. Sims, Jr. (vice president), the Fund Insurance Cos. 
John H. Ledbetter, Hartford Fire Insurance Group. 

J.M. Bigham, South Carolina Insurance Co. 

D. M. Deakins, Commercial Union Ocean Group. 

Harold M. Grant, Phoenix of Hartford Insurance Cos. 
George W. Hardin, George W. Hardin & Co. 

Felix Hargrett, the Home Insurance Co. 

Lester S. Harvey, New Hampshire Fire Insurance Co. 

F. M. Kinnett, A. H. Turner, Ltd. 

Gordon Kyle, Aetna Insurance Co. 

H. R. Lamar, Reliance Insurance Co. 

J.T. Malone, Travelers Indemnity Co. 

Albert L. Sears, Crum & Forster of Georgia. 

Kelly Seibels, Birmingham Fire & Casualty Co. 

R. B. Shepard, Jr., St. Paul Cos. 

M. W. Slawson, Royal-Globe Insurance Group. 

Marion N. Watson, Aetna Casualty & Surety Co. 

James L. Dorris, Hanover Insurance Co. 

Frank F. Dorsey, United States Fidelity & Guaranty Co. 


WESTERN ACTUARIAL BUREAU 
Executive committee 


H. P. Winter (chairman), America Fore Loyalty Group. 
E. D. Lawson, Fireman’s Fund Insurance Co. 
R. B. Shepard, Jr., St. Paul Fire & Marine Insurance Co. 
E. R. Voorhis, Royal-Globe Insurance Group. 
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paul H. Barr, Hanover Fire Insurance Co. 

philip S. Beebe, Hartford Fire Insurance Co. 
Felix Hargrett, the Home Insurance Co. 

q.B. Kelley, Commercial Union Group. 

'w. O'Beirne, Jr., Aetna Casualty & Surety Co. 
R. Sanborn, Great American Insurance Co. 
'W. Spalding, Springfield Insurance Co. 

'L. Zook, National of Hartford Cos. 


4 
x 


Sst ts 


2 


( 


GOVERNING COMMITTEE 


Clinton L. Allen, Aetna Insurance Group. 

Kenneth EK. Black, the Home Insurance Co. 

James F’. Crafts, the Fund Group. 

Lester S. Harvey, New Hampshire Insurance Group. 
J. Victor Herd, America Fore Insurance Group. 
James ©. Hullett, Hartford Fire Insurance Group. 
4. B. Jackson, St. Paul Companies. 

Harry W. Miller, Commercial Union-Ocean Group. 
w. E. Newcomb, Great American Group. 

William L. Nolen, North British Group. 

John A. North, the Phoenix-Connecticut Group. 

§. Dwight Parker, Springfield Insurance Group. 
William B. Rearden, Loyalty Group. 

Alexander L. Ross, Crum & Forster Group. 

Clarke Smith, Royal-Globe Insurance Group. 


EXECUTIVE COM MITTEE 


Milton W. Mays, chairman, America Fore Loyalty Group. 
J. Harry Bibby, United States Fidelity & Guaranty. 
Frank W. Boyle, the Employers’ Fire Insurance Co. 
John H. Dillard, the Fund Insurance Companies. 
Felix Hargrett, the Home Insurance Co. 

Philip S. Keeler, Crum & Forster Group. 

Lincoln M. Michel, Reliance Insurance Co. 

H. M. Mountain, Aetna Insurance Group 

James L. Dorris, The Hanover Insurance Co. 
Edward J. Martin, Phoenix Insurance Co. 

T. B. Kelley, Commercial Union-Ocean Group. 

EB. N. O’Beirne, Jr., Aetna Casualty & Surety Co. 


INTER-REGIONAL INSURANCE CONFERENCE 
BASIC PRINCIPLES—-RATE LEVEL ADJUSTMENTS RECOMMENDED NOVEMBER 18, 1957 


1. The principle of a 6 percent underwriting profit factor as set forth in the 
1921 profit formula of the National Board of Fire Underwriters as modified in 
the 1949 subcommittee report of the NAIC shall be maintained. No overall rate 
level adjustment shall be made if the indicated profit is within a tolerance zone 
of two percentage points above or below such 6 percent factor. 

2. Review of overall rate level shall be annual; however, it is not the intent 
to require annual adjustment of rate levels. 

8. Underwriting profit as referred to above shall be determined with use of 
direct earned premiums and incurred loss and incurred expense figures without 
regard to reinsurance. 

4. All available and relevant premium and loss statistics, including loss 
adjustment expenses, of member and subscribing stock companies, adjusted to 
reflect current tariff rate levels, shall be used. Loss adjustment expenses shall 
be included with loss statistics. The premium and loss statistics of other com- 
panies may be included in the determination of actual and adjusted loss ratios 
to the extent that the use of such loss experience is necessary and pertinent. 

5. In the case of fire rate levels the loss experience of not less than the most 
recent 5-year period shall be used, while in the case of windstorm or extended 
coverages which involve the windstorm peril the loss experience of not less than 
the most recent 10-year period shall be used. 
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6. As to expenses other than loss adjustment expenses, only the experience of 
member and subscribing stock companies reflecting comparable methods of Opera. 
tion and acquisition costs during the most recent available year shall be 
Such expense figures shall be treated as a unit and shall not be separated into 
their several components. 

7. Due consideration shall be given to loss experience, expenses, and all other 
relevant factors within and outside the State, including the important element 
of informed judgment and the reflection of all developments and trends which 
may affect prospective loss experience and expenses. 


INTER-REGIONAL INSURANCE CONFERENCE, NEw YorK, N.Y.—RECOMMENDED Pho. 
CEDURE FOR RATING BUREAU REVIEW OF THE OVERALL FIRE RATE Lever py 
STATE 

I. OBJECTIVES 


It is the purpose of this procedure to determine in a reasonable and uniform 
manner the overall fire underwriting experience within the State and the indj- 
cated overall fire rate level adjustment, in reflection of the nationwide recom. 
mended “Basic Principles—Rate Level Adjustments” and consistent with 
applicable statutory requirements. The weighting of the overall earned fire 
premiums adjusted to reflect current rate levels over a period of 6 years js 
contemplated, as well as the weighting of incurred losses for the same period, 
This weighted loss ratio method, previously recommended as appropriate and 
reasonable on the basis of considered judgment, is designed to enhance the effect 
of the experience of the more recent years in order to provide a more accurate 
reflection of the experience as of the date of the rate level review. The indicated 
overall fire rate level adjustment, if any, will serve as a guide to such revisions 
in class or schedule rate levels within the State as are felt to be appropriate 
and desirable in reflection of the classified experience. 

It is also the purpose of this procedure to utilize to the maximum extent the 
pertinent and available loss and expense statistics developed by the Actuarial 
Bureau of the National Board of Fire Underwriters, including the early overall 
data newly available for the immediate past year. This latter arrangement will 
minimize the delay otherwise unavoidable due to the time required for develop- 
ment of annual classified experience. 


II. STATISTICS 


This procedure contemplates use of the following fire statistical data, available 

by State from the actuarial bureau of the national board and from other sources: 

(@) Direct written premiums and paid losses.—National board classified 
experience by year for 5 years. 

(b) Direct written premiums and paid losses, immediate past year.—The 
overall experience of the immediate past year, which in the spring of the 
next year (in the absence at that time of classified data) will be furnished 
together with incurred losses by the national board from company annual 
statements as filed with the several State insurance departments, 

(Notge.—As to both (@) and (0), the overall written and paid loss experi- 
ence of other member or subscriber stock companies not included in the 
national board statistical data should be obtained from other authorized 
statistical agencies or from company annual statements; also, other member 
or subscriber (nonstock) company loss experience may be obtained, where 
necessary and pertinent and as available, from other authorized statistical 
agencies or from company annual statements. ) 

(c) Direct earned premiums and incurred losses.—The national board 
classified experience by year for 5 years (first available in 1953), exclusive 
of the immediate past year for which classified data will not be available 
until later in the next year. With this data is indicated the total written 
premiums of those same stock companies reporting earned-incurred experi- 
ence to the national board, with which earned to written premium ratios 
can be derived. The paid loss totals by year of those same stock companies 
reporting such earned-incurred experience may be secured from the national 
board upon request, with which incurred to paid ratios can be derived. 

(Nore.—For the immediate past year the incurred to paid ratio can be 
derived from the overall totals of paid and incurred losses which will be 
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furnished in the spring of the next year by the national board; estimated 
earned to written premium ratios for the immediate past year will also be 
furnished by State. ) , See ' 

(d) National board totals of insurance expense evhibits of reporting 
gubscribers.—This annual nationwide exhibit may be secured from the 
national board upon request, from which the countrywide allocated fire loss 
adjustment expense ratio related to earned premiums may be obtained for 
the most recent year available. 

(e) National board composite totals of expense data.—These are annual 
State expense totals (including loss adjustment expenses) together with 
the total direct premiums written by the same reporting companies, from 
which the stock company fire expense ratio may be derived for the most 
recent year available, and from which an earned premium-expense ratio 
can be calculated as set forth in the following procedure. This data may 
be secured from the national board upon request. 


III. RECOMMENDED PROCEDURE AND EXAMPLE 


The statistical data referred to under II above are applied as follows, with 
the numbers corresponding to the steps set forth in the attached example: 


1. Overall stock company direct written and paid experience—major peril 
10 (step 1) 

These are the annual totals of the national board classified experience on a 
direct written premium and paid loss basis for the 5 years prior to the imme- 
diate past year. The similar overall written-paid experience for the immediate 

st year as compiled in the spring of the next year by the national board is 
to be included pending availability of classified experience. To these totals 
by year should be added the experience by year of other member or subscriber 
stock companies not included in the national board experience, which may be 
obtained from other authorized statistical agencies or from company annual 
statements. 

(Nore.—To the above stock company experience by year may be added, if 
necessary and pertinent, the experience of other member or subscriber (non- 
stock) companies from company annual statements or from other authorized 
statistical agencies. ) 


2, Adjustment of overall written premiums to current rate levels (step 2) 


The estimated overall net effect to the date of review of all class or schedule 
rate revisions, and other changes having rate level effect, which have been made 
during the 6-year experience period under review should be applied to the 
foregoing direct written premiums to arrive at adjusted direct written pre- 
miums by year reflecting current rate levels. The method of calculation of the 
factors by year is set forth in the attached example. 


8. Derivation of earned to written and incurred to paid ratios (step 3) 


These State ratios should be calculated by year from the totals of the direct 
earned-incurred classified experience compiled by the national board for major 
perils 10 and 11, related to the indicated or available total written premiums 
and paid losses of the same stock companies reporting earned-incurred expe- 
rience to the national board. 

(Note.—-The totals of the direct written-paid classified experience compiled 
by the national board should not be used in calculating these ratios inasmuch as 
these totals do not reflect the experience of exactly the same companies reporting 
earned-incurred classified experience. For the immediate past year the in- 
curred to paid ratio can be derived from the overall totals of paid and incurred 
losses which will be furnished in the spring of the next year by the national 
board; estimated earned to written premium ratios for the immediate past 
year will also be furnished by State.) 

(Note.—If at the time of overall rate level review the earned-incurred classified 
experience for the immediate past year is available from the national board, 
the ratios calculated from this classified experience should be used in lieu of the 
foregoing. ) 


4. Caloulation of adjusted earned-incurred experience (step 4) 


The State ratios derived under step 3 should be applied against the adjusted 
direct written premiums and direct paid losses by year to arrive at the adjusted 
direct earned premiums and direct incurred losses. 
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5. Derivation of “weighted loss ratio” (step 5) 


(a) The following factors, previously recommended as appropriate and Treason. 
able relative “weightings” on the basis of considered judgment, should be applied 
by year to the adjusted direct earned premiums and direct incurred logges de 
veloped under step 4: 


Percent 

I CNG ID nor oy creas resco coats one ase gaa atin sh eden ak 3 
EE SOD Riven egr cnn mcerannaqneennna shee hdn dietidmidoaw sae 95 
EE INE OO nescence ginny ereeanerenmnesier nips thes natn pote en heen rt 
DE eiiciteeetus cherie tops cay a vegan wanna ese eee RE ae a. ee a 10 

Bees capeitnincgeanerhaneree ascerapenensa tetsangs.serietanindivasnivsaringgin ted shtick saan A lan 10 
Pneewreentermeyanniedtivncnanvaitih abies i iulaids iiiilenitdeintaitliaeiamaan 10 


As illustrated in the attached example, the 6-year totals of weighted adjuste, 
direct earned premiums and weighted direct incurred losses should then fp 
used to calculate the weighted adjusted earned-incurred loss ratio, which dogg 
not include loss adjustment expenses. 

(b) To the foregoing loss ratio should be added the nationwide allocata 
fire loss adjustment expense ratio for the most recent year available to arrive 
at the weighted adjusted earned-incurred loss ratio (including loss adjustmey 
expense ratio). This loss adjustment expense ratio related to earned premiyms 
should be obtained from the national board annual exhibit “Totals of Insuranee 
Expense Exhibits of Reporting Subscribers.” 


6. Calculation of stock company fire expense ratio for the most recent year 
available, less loss adjustment expense ratio (step 6) 


(a) From the national board annual exhibit of “Composite Totals of Expense 
Data” by State for the most recent year available, which include loss adjustment 
expenses, calculate the State ratio of fire expenses to the total written premiums 
for the same stock companies reporting such expenses. 

Note.—This ratio should be for the same year used in step 5(b). 

(b) Calculate the ratio of stock company 6-year unweighted adjusted written 
premiums (step 2 above) to 6-year unweighted adjusted earned premiums (step 
4 above). 

(c) The written premium expense ratio for the most recent year available 
calculated under (a) is adjusted to a earned premium basis by application of 
the written-earned premium ratio calculated under (b). 

(d@) From this earned premium expense ratio subtract the allocated fire loss 
adjustment expense ratio for the same year (step 5(b) above) to arrive at the 
earned premium expense ratio (excluding loss adjustment expense ratio) for 
the most recent year available. 


7. Calculation of the State indicated overall fire rate level adjustment (step 
7) 

(a) To the stock company earned expense ratio for the most recent year 
available (step 6(d) above) add the 6 percent underwriting profit factor. 

(0) Subtract the combined ratio as determined under (a) from 100 percent 
to arrive at the current “balance point” loss ratio. 

(c) The weighted adjusted earned-incurred loss ratio (including loss adjust- 
ment expense ratio), determined under step 5(b) above, divided by the fore 
going “balance point’ loss ratio results in the indicated overall fire rate level 
adjustment on a percentage basis, illustrated as follows from the attached 
example: 

Weighted-adjusted, earned-incurred loss ratio including loss adjustment ex- 
pense (56.2 percent) divided by “balance point” loss ratio (50 percent) times 
100 equals 112.4 percent minus 100 percent equals plus 12.4 percent (increase). 

Nore.—No overall fire rate level adjustment is indicated if the weighted 
adjusted loss ratio is within a tolerance zone of 2 percentage points above or 
below the “balance point’ loss ratio. In the event the weighted adjusted loss 
ratio is less than the “balance point” loss ratio, an overall fire rate level decrease 
would be indicated, e.g. : 

Hypothetical weighted-adjusted, earned-incurred loss ratio including loss ad- 
justment expense (43.5 percent) divided by ‘‘balance point” loss ratio (50 percent) 
times 100 equals 87 percent minus 100 percent equals minus 13 percent (decrease). 
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8 Indicated overall annual fire premium adjustment in dollars (step 8) 


In order that the percentage indicated overall fire rate level adjustment 
(under step 7(c) above) may serve to best advantage as a guide to such revisions 
jp class or schedule rate levels within the State as are felt to be appropriate and 
desirable in reflection of the classified experience, this percentage should be 
expressed in dollars of indicated overall annual fire premium adjustment. 

Accordingly, it is suggested that the percentage indicated overall fire rate 
jevel adjustment be applied to the actual written premium total for the most 
recent year for which classified experience is available to arrive at an approxi- 
mate dollar figure of indicated overall annual fire premium adjustment on an 
actual written premium basis. 

IV. COMMENTS 


(a) Annual overall review.—As set forth in the nationwide recommended 
“base principles—rate level adjustments,” a review of the overall fire experience 
should be made annually and in the manner outlined above. It is not, however, 
the intent that class or schedule rate level adjustments be required annually. 

(b) Class or schedule rate level adjustments.—The indicated overall fire rate 
jevel adjustment, arrived at in the manner outlined above, is intended to serve 
asa guide to such revisions in class or schedule rate levels within the State as are 
felt to be appropriate and desirable in reflection of the classified experience and 
all other relevant factors within and outside the State, including the important 
element of informed judgment and the reflection of all developments and trends 
which may affect prospective loss experience and expenses. 

Nore.—Even though an overall fire rate level adjustment is not indicated, the 
classified experience should be reviewed to determine any class or schedule rate 
level revisions within the State which may be felt to be appropriate and desirable 
in reflection of the classified experience or to maintain rate level relativity. 


BXxAMPLE OF RECOMMENDED PROCEDURE FOR RATING BuREAU REVIEW OF THE 
OVERALL FrrRE RATE LEVEL BY STATE 


(600068 es cccciien matin sece ) 


Step 1—Overall stock company direct written and paid ewperience—major 
peril 10 
State totals by year of national board classified experience, including overall 
totals for the immediate past year (in this example, 1957) compiled in the 
spring of the next year by the national board, plus the overall experience of other 
member or subscriber stock companies not included in the national board 
experience : 














Direct Direct 

written paid 

premiums losses 
1952. _.......| $74,654,852 | $30, 330, 463 
1983, ; ...| 75, 792, 260 31, 102, 116 
ee -& -------| 74,426, 189 31, 382, 792 
1985 ....| 75, 204, 532 37, 004, 640 
1956 70, 933, 741 37, 635, 173 
1957. , _...-| 72,107, 291 40, 746, 226 
Total -| 443, 208,865 | 208, 201, 410 

Loss ratio (percent) ____ sienesel 47 





Note.—Other than stock company experience: In this example only the over- 
all stock company experience is used; however, where necessary and pertinent 
the overall experience by year of other member or subscriber companies may be 
included, using appropriate earned and incurred ratios, where necessary, in the 
following steps. 
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Step 2—Adjustment of overall written premiums to current rate levels 


In this example it is assumed that the following overall fire rate leve} revi 
sions have been made during the period of years under review, these revisions 
being the net effect of all class or schedule rate adjustments based on Classified 
experience : 

Effective January 1, 1954, 3.4 percent reduction. 

Effective July 1, 1954, 3.1 percent reduction. 

Effective April 1, 1955, 4 percent reduction. 








l [> OU CRE Fie 

Direct | Adj 
| written | Factor rect Writtet 
| premiums | premiums 
Pre ria 7 i eal “hers seas ne re 

ms ; | Percent 

tinct damihaginn 4 oer eans Symp veeel hair eee nes 74, 654, 852 89.9 > 
eee roe STE tees. cuanto. | 75, 792, 260 | 89.9 ee 
Fewes Ba bbiscd me es ete, A S55 Sd ae Se Rbk ade @ Sinks tie 3 | 74, 426, 189 | 94.5 70, 332; 749 
Ng a dag pai er saan teers = nap anad geen -beneeases -----| 75, 204, 832 99.0 74, 541, 587 
i aie ciel cocie tac astee~-daaten vanes tain adeeb arate | 70, 933, 741 100.0} 70, 93374 
An As coats ote i os cannes vata ddtcdebanclnccteded 20 | 72, 107, 291 100.0 | 72, 107,99 
Total. ....-..----------------0q--------0-2--2e-n--e2--s- | -+-2-----+----|-------- a 423, 167, 3 








Explanation of factors 


1955: The 4 percent reduction effective April 1, 1955, requires adjustment of 
the actual written premiums for the first 3 months of that year, i.e.: Factor 
equals 100 percent minus (3/12 times 4 percent) equals 99 percent. 

1954: (a) The 4 percent reduction effective April 1, 1955, requires adjust. 
ment of the 1954 premium; and (b) the 3.1 percent reduction efféctive July 1, 
1954, requires adjustment of the first 6 months of 1954, i.e.: Factor equals (a) 
100 percent minus 4 percent equals 96 percent; (b) 96 percent minus (6/12 
times 3.1 percent times 96 percent) equals 94.5 percent. 

1953: (a) The 4 percent reduction effective April 1, 1955, requires adjust- 
ment of the 1953 premiums; (b) the 3.1 percent reduction effective July 1, 1954, 
requires adjustment of the 1953 premium; and (c) the 3.4 percent reduction 
effective January 1, 1954, also requires adjustment of the 1953 premium, ie: 
Factor equals (a) 100 percent minus 4 percent equals 96 percent; (b) 96 per- 
cent minus (3.1 percent times 96 percent) equals 93 percent; and (c) 98 per. 
cent minus (3.4 percent times 93 percent) equals 89.9 percent. 

1952 : Factor same as calculated for 1953. 


Step 3—Derivation of earned to written and incurred to paid ratios 


These State ratios (except for the immediate past year, 1957) are developed 
from the totals by year of national board direct earned and incurred classified 
experience for major perils 10 and 11, related to the written and paid totals for 
the same stock companies reporting earned experience : 

Note.—The totals of the written-paid classified experience compiled by the 
national board should not be used in calculating these ratios inasmuch as these 
totals do not reflect the experience of exactly the same companies reporting 
earned-incurred classified experience. 


hoe 
| Earned to | Incurred to 








|written ratios] paid ratios 

ge sear ps _ ‘ ciel cae eee 
| Percent | Percent 

1952. ... ne ; iu th oud aneet ate : chews 96.3 | 102.7 
See Sandee do teks cade 5 d , dddradutc nen. cddesudl a J 98.7 102.7 
OO Eis ek sSisbdivad-daionisa be ise eel ea eel. See bien dhe sedan 100. 9 98.9 
a ae ee ea | 99.7 101.8 
1956 ae a 103.7 106.7 
1957 . ‘ 105. 2 108.2 
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step 4—Calculation of adjusted earned-incurred experience 











| i 
| Adjusted | Earnedto | Adjusted 




















direct | written | direct 
written | ratios | earned 
premiums | | premiums 
Lg Stig Sines hablo ation tina al 

os | | 

Percent 
1982...---- 67, 114, 712 96. 3 $64, 631, 468 
_.--- 68, 137, 242 98.7 67, 251, 458 
ee | 70, 332, 749 | 100. 9 70, 965, 74 
i ictite-s ae ede ates ; ..----| 74,54,, 587 | 99.7 174, 317, 962 
SII SL cok fot cans doenoclbniends .c6ccsadidnddandinull | 70, 988, 741 | 103.7 | 73, 558, 280 
Taide acan-nsoenn-swcenenenansonnenns pinnioeetintal | 72, 107, 291 | 105.2} 75, 856, 870 

Total. ----- souee Siawdecs sec tue hes eeeen ene ae Bib ed ..-----| 426, 581, 791 

—_——————— — a — | 

| Direct paid | Incurred to | Direct in- 

| losses | paid ratios | curred losses 

| } 

Percent 
1982 $30, 330, 463 | 102.7 | $31, 149, 385 
1983 | 31, 102, 116 | 102.7 | 31, 941,873 
TS sae iiog sa decchiynene” nnd 98.9 | 31,037, 581 
ae fade eed duet—acendeneateoeeineabeed | 37,004, 640 | 101.8 | 37,670,724 
1086....---- | 37, 635, 173 | 106.7 | 40, 156, 730 
1957 . 746, 226 | 108.2 | 44, 087, 417 

Total : : ; 216, 043, 710 


$216,043,710= 50.6 percent adjusted earned-incurred loss ratio (not including loss adjustment expenses) 
2,581,791 


Step 5—Derivation of weighted loss ratio calculated from overall adjusted direct 
earned premium and incurred losses: 


























| 
| Adjusted | Weighted 
direct earned Factor adjusted 
premiums direct earned 
| premiums 
a ai ccna and fciaddninniilh niitlingtile maint nihil 
Percent | 
1002......-.- pace Suda atkcakboses) Gee ae 10 | $6, 463, 147 
es... 5. aes Sy 10 | 6, 725, 146 
a ; dct beiubaibacaianeoen 70, 965, 744 10 | 7, 096, 57 
1955.....---- ‘ : ; 74, 317, 962 | 15 | 11, 147, 694 
Te racnen ...| 73, 558, 289 | 25 | 18, 389, 572 
es: dives. j ascii pith tee 75, 856, 870 30 | 22, 757, 061 
Total 72, 579, 194 
wrt | 
Direct in- Weighted di- 
curred losses | Factor rect incurred 
| losses 
ae = it ie eee Ure eyt) GR 2ee aes teh ee eee 
. | Percent 
1962... _..| $31, 149, 385 10 $3, 114, 939 
1953... -| 31, 941, 873 | 10 | 3, 194, 187 
1954.......... ee se ‘Giivitcadte die | 31,037, 581 | 10 | 3, 103, 758 
Die naes-s Vaccinia ett oc a veneeeen==-| 37, 670, 724 15 | 5, 650, 609 
Sine aad ; ; | 40, 156, 730 25 10, 039, 183 
A Shik cdedta guinea eee habs kaeee | 44,087, 417 | 30 13, 226, 225 
a : Spedieb ss Brats stares Be nota 38, 328, 901 
i ' 
$38,328,901 


$72,579,194” 52.8 percent+3.4 percent=56.2 percent Weighted adjusted earned-incurred loss ratio 
ae ee (including loss adjustment expense ratio) 
Nore.—Allocated loss adjustment expense ratio of 3.4 percent derived from the countrywide insurance 
expense exhibit compiled by the national board for the most recent year available (in this example, 1956) 
related to earned premiums. 
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Step 6—Calculation of stock company fire expense ratio for the most recent year 
available (in this example, 1956) less loss adjustment expense ratio 


(a) In this example the State ratio of total fire expenses (including logs ad. 
justment expenses) to direct written premiums of those stock companies report- 
ing expenses to the national board is 47.8 percent. 

(b) The stock company 6-year ratio of unweighted adjusted written Premiums 
to unweighted adjusted earned premiums is calculated as follows: 


$423,167,322 
$426,581,791 


(c) Written expense ratio adjusted to earned basis: 47.8 percent times 999 
percent equals 47.4 percent. 

(d) Earned expense ratio (excluding loss adjustment expense ratio): 474 
percent minus 3.4 percent equals 44 percent. 

Nore.—Allocated loss adjustment expense ratio of 3.4 percent derived from 
the countrywide insurance expense exhibit compiled by the national board for 
the most recent year available (in this example, 1956) related to earneg 
premiums. 


=99.2 percent 


Step 7—Calculation of the State indicated overall fire rate level adjustment 

(a) Stock company earned expense ratio (excluding loss adjustment expense 
ratio) equals 44 percent; underwriting profit factor equals 6 percent ; combined 
total equals 50 percent. 

(6) “Balance point” loss ratio equals 100 percent minus 50 percent equals 50 
percent. 

(c) Weighted adjusted earned-incurred loss ratio 
(including loss adjustment expense ratio) =56.2 percent 
“Balance point” loss ratio =50.0 percent 

and, 

The indicated overall fire rate level adjustment is: 112.4 percent minus 100 
percent equals plus 12.4 percent (increase). 





x 100—112.4 percent. 


Step 8—Indicated overall annual fire premium adjustment in dollars 


It is suggested that the indicated overall fire rate level adjustment of plus 
12.4 percent (increase under step 7 above) be applied to the actual written 
premium total for the most recent year for which classified experience is avail- 
able (in this example, 1956 equals $70,933,741) to arrive at an approximate 
dollar figure of indicated overall annual fire premium adjustment on an actual 
written premium basis, i.e.: $70,933,741 times 12.4 percent equals $8,795,784 
(increase). 


Bb. DocuMENTS From AMERICAN INSURANCE ASSOCIATION 


ARTICLES OF ASSOCIATION OF AMERICAN INSURANCE ASSOCIATION 
ARTICLE I 


This shall be a voluntary and nonprofit association and shall be known as 
American Insurance Association. 


ARTICLE II 


The object of the association is to provide for its members a forum for the 
discussion and consideration of problems of the insurance business upon which 
the consensus may be taken without any binding effect upon the association or 
the membership. 

ARTICLE III 


(a) The membership of the association shall consist of capital stock com- 
panies who became members at the organizational meeting of December 17, 1958. 
Other members may be elected from time to time under such conditions as 
may be prescribed by the association. No company shall be admitted to mem- 
bership, or remain a member, unless all insurance companies (commonly known 
as a company group) affiliated with it and engaged in writing any of the kinds 
of insurance in respect of which the association functions are or become members. 

(b) Any member desiring to withdraw from the association shall give to the 
secretary 90 days’ written notice of intention to withdraw. Every member with- 
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year grawing from the association shall remain fully obligated with respect to finan- 
cial assessments for the year in which its withdrawal becomes effective. 


- ARTICLE IV 
A member shall be represented at meetings of the association by a principal 
‘ums . No company group shall have more than three such representatives at 
any meeting without the specific approval of the chairman. 
ARTICLE V 
992 | (a) The annual meeting of the association shall be held during the months of 
April, May, or June, the date of such meeting to be fixed by the chairman. Addi- 
474 | tional meetings of the association may also be held at the call of not less than 10 
members or at the eall of the chairman. 
from (b) Binding action by the membership and voting thereon shall be confined to 
| for those matters necessary for the administration of this association. Such action 
red by the membership at a meeting of the association shall be determined by a 
! majority vote of the members whose representatives are present and voting, pro- 
yided a quorum is present at the meeting; it being understood, however, that a 
company group shall be considered for voting purposes as only “one member” 
case and shall be entitled to only one vote. A quorum shall consist of not less than a 
ined najority of all of the member company groups. 
is 50 ARTICLE VI 
The officers of the association shall consist of a chairman, a vice chairman, a 
secretary, a treasurer, and such other officers as may be designated by the mem- 
nt. bership at any meeting of the association. These officers will perform the du- 
ties usual to their position and such other duties as may be assigned to them by 
- 100 the membership. The chairman, vice chairman, and the treasurer shall receive 
nosalary. 
ARTICLE VII 
plus | _ (@) The business of the association and the preparation of agendas shall be 
itten the responsibility of a committee to be known as the general committee, which 
vail- shall be subject to such limitations or conditions as may be imposed on its action 
mate by the membership of the association at any meeting thereof. 
ine) (b) The general committee shall consist of 12 company groups, or individual 
5 784 companies in cases where there is no company group, duly elected thereto by the 
' membership at the annual meeting of the association. The chairman (or in his 
place the vice chairman) shall preside at the meetings of the general committee, 
and both the chairman and vice chairman may attend meetings thereof. The 
actions and activities of the general committee shall be periodically reported in 
full to the membership of the association. 
(c) Other committees to carry on the business of the association may be ap- 
pointed by the chairman, or the general committee, or the membership. 
ARTCLE VIII 
=e All expenses of the association shall be defrayed out of funds paid by the mem- 
hers, pursuant to assessments levied by the association on the basis of such 
formula as may be approved by the membership. 
oe ARTICLE Ix 
mm Or These articles of association shall become binding as regards any member 
company when duly signed on behalf of such member company. These articles 
may be amended and new articles may be added at any meeting of the asso- 
om. ciation, provided notice of the proposed amendment or addition be given by mail 
1953. to the membership at least 15 days before said meeting, and provided such amend- 
mer ment or addition receive the vote of at least two-thirds of all the members. 
s Accepted : 
mem- 
‘inde By (Name of company member) 
bers. (Signature of officer) 
nn nnn iain eta in en 
ith. ( cial 
with Date: Offi title) 
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MINUTES OF MEETING OF AMERICAN INSURANCE ASSOCIATION HELD at Horgy 
STATLER, HARTFORD, CONN., ON FRIDAY, NOVEMBER 19, 1954 


Present : 
Aetna Insurance Group: Clinton L. Allen, Robert 8. Garvie, Harry y 
Mountain. : 
Aetna Life Affiliated Cos.: C. G. Hallowell, J. K. Hooker, BE. J, Perrin, 
Agricultural Group: Robert G. Horr, George G. Inglehart, W. A, Seaver 
America Fore Insurance Group: J. V. Herd. : 
The American Insurance Group: B. C. Vitt, Bert A. Jochen. 
American Reinsurance Group: Edward L. Mulvehill, Merl L. Rouse, 
American Surety Group: W. E. McKell. 
Atlas Group: M. James Closs. 
Boston Group: Cyril 8. Hart. 
Buffalo Insurance Co.: J. W. Dillon. 
Caledonian Group: G. L. Armstrong. 
The Camden Fire Insurance Association: B. Truscott, Allen M. Mills, 
Century Group: R. H. Gwyn. 
Chubb & Son Group: Percy Chubb 2d, Nathan Mobley, Junius Powell, 
Commercial Union-Ocean Group: O.C. Gleiser. 
Crum & Forster Group: Alex L. Ross. 
Employers’ Group: Frank W. Boyle. 
Fidelity & Deposit Co. of Maryland: John J. Iago. 
Fire Association Group: K. B. Hatch, G. V. Whitford. 
Fireman’s Fund Group: Arthur T. Fleischhauer. 
General Accident Group: E. T. Moynahan, William Bernhard. 
General Reinsurance Group: Edward G. Lowry, Jr. 
Great American Group of Insurance Cos.: G. F. Michelbacher, William f, 
Newcomb. 
Hanover Group: F. Elmer Sammons, John Rygel. 
Hartford Fire Group: J.C. Hullett, Manning W. Heard, H. C. Davis. 
Home Group: Kenneth E. Black, Leonard Peterson. 
London Group: Walter Meiss. 
London & Lancashire Group: Gilbert Kingan, W. W. Smith. 
Maryland Casualty Co.: F. John Barclay. 
Merchants of New York Group: Walter F. Brady, Richard O. Meserole, 
Millers National Group: B. T:; Overan. 
National of Hartford Group: F. D. Layton, H. B. Collamore, Trescott A. 
Long. 
National Union Group: Robert F. Miller. 
North British Group: W. lL. Nolen, J. L. Magenheimer. 
Northern Group: Earl D. Patton. 
Northern of New York Group: Charles H. Conklin. 
Norwich Union Group: Everard P. Smith. 
an pmeic Fire Insurance Co. Group: A. E. Heacock, 8S. G. Amerman, C. R. 
eep. 
Pearl American Group: B. J. Oswald. 
The Phoenix-Connecticut Group: John A. North, Edward J. Martin. 
Phoenix of London Group: H. Lloyd Jones. 
Providence Washington Insurance Group: George B. Salter. 
Royal Exchange Group: A. Campbell Miles. 
_ Royal-Liverpool Insurance Group: Clarke Smith, H. Clay Johnson, F. B. 
Zeller. 
The Saint Paul Cos.: C. F. Codere, A. B. Jackson, R. M. Hubbs 
Scottish Union Group: John Newlands, G. 8. Tompkins. 
Security, Conn., Group: P. J. Berry, E. V. Goodwin. 
The Springfield Group of Insurance Cos.: Wm. A. Hebert, S. Dwight 
Parker. 
Standard Accident Insurance Co.: EB. A. Warnica, L. K. Kirk. 
Swiss Reinsurance Group: J. K. Battershill. 
Transamerica Group: Benjamin F. Ferrier, W. B. Winchell. 
United States Fidelity & Guaranty Group: Frank F. Dorsey. 
Yorkshire Group: H. Crowell, Jr. 


Chairman Jackson presided. 
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ROLLCALL 


The chairman requested the secretary to call the roll of members. 


REPORT OF MEMBERSHIP COMMITTEE 


Mr. Hebert, chairman of the membership committee, announced that the 
general committee, at a meeting on the previous day, had elected to membership 
in the association the companies of the Standard Accident Group consisting 
of the Standard Accident Insurance Co. and the Planet Insurance Co. and 
stated that these companies were represented at this meeting by Mr. HE. A. 
Warnica, vice president, and Mr. L. K. Kirk, vice president and treasurer. Mr. 
Jackson requested Messrs. Kirk and Warnica to stand so that the members 
might extend a welcome to them. 


REPORT OF TREASURER, MR. SAMMONS 


The treasurer submitted the following report: 

“The total income from the inception of the association up to October 31, 1954 
was $67,897.66. 3 

“There were no expenses prior to January 1, 1954. The expenses from Janu- 
ary 1 to October 31, 1954 were $44,089.65. 

“The bank balance on October 29, 1954, was $23,808.01, allowing for two 
outstanding checks. 

“The office of the association maintains a petty cash fund of $250. As of today, 
November 10, there was cash on hand of $121.88 and vouchers for expenditures 
in the amount of $128.12. 

“Respectfully submitted. 


“F. ELMER SAMMONS, Treasurer.” 


On motion, seconded and carried, the members voted to receive the report as 
presented. Mr. Jackson stated that the finance committee would meet before 
the next meeting and would recommend the adoption of a budget at the meeting 
of the association in January. 


REPORT OF GENERAL COMMITTEE BY CHAIRMAN JACKSON 


Mr. Jackson made an oral report of the meeting of the general committee held 
on the afternoon of the previous day. 

Mr. Jackson announced that in accordance with a request by the Atomic Energy 
Commission he had appointed a small committee to confer with the Commission. 
He explained that it would be necessary for the appointees to obtain clearance 
before the committee could undertake its work and for that reason he thought 
it advisable not to announce the names of the appointees until clearance had 
been effected. 

The chairman stated that he had discussed with the members of the general 
committee the difficulties presented in the handling of grain business and that 
he had proposed the appointment of a small committee of executives to confer 
with the interested parties. He stated that the general committee had authorized 
him to appoint a small committee for the purpose of conference. 

The chairman stated that the general committee had concluded to hold the 
next meeting of the association in New York City on Friday, January 28. 

To arrange for a program for that meeting, the chairman named the following: 
American Surety Group, chairman; America Fore Insurance Group, Employers’ 
Group, General Accident Group, Home Group, London & Lancashire Group, 
National Union Group, Northern of New York Group, Norwich Union Group, 
Security, Conn., Group, Swiss Reinsurance Group, Transamerica Group. 


CROP INSURANCE 


Mr. Johnson, chairman of the committee to study crop insurance, stated that 
the technical committee appointed to develop a specific program for insuring 
crops had not been able to complete its report in time for consideration at this 
meeting and he therefore suggested that consideration of the subject be post- 
poned until the next meeting. 

He stated that he had been in communication with the technical subcommittee 
and he was therefore able to touch upon some phases of the subject that would 
be covered by the report. He stated that the program would recommend coverage 
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for the better farmers with coverage on a named-peril basis provided for 
of the crops. He stated that no coverage would be provided for tob 
least for the present. 

Mr. Johnson stated that his committee had suggested that it be enlarged 
as to be truly representative. He mentioned appreciatively the cooperation wes 
the committee and the technical subcommittee had received from the Federal 
Crop Insurance Corporation. 


Several] 
aCCO, at 


REPORT OF COMMITTEE ON EXPENSE STUDY OF COMPANY-SUPPORTED ORGANIZATIONS 


Chairman Jackson stated that the committee appointed to study this Subject 
was comprised of the Royal-Liverpool, Aetna, America Fore, Glens Falls Hart- 
ford, Home, Northern Assurance, and United States Fidelity & Guaranty, He 
then called upon Mr. Clarke Smith as chairman of the committee for a report, 
Mr. Smith submitted the following: 

“This will be in the nature of a brief preliminary report as your committee 
has not as yet had sufficient time to gather enough information to make a 
comprehensive report. 

“The committee was originally set up to study the possibility of making con- 
solidations in some of the existing company supported organizations. However 
your committee feels that this is only one part of the problem and that we 
should give study to the following: 

“1. Elimination of overlapping functions and coordinating efforts of 
various organizations. 

“2. Consolidating and/or merging of organizations. 

“3. Eliminating certain organizations. 

“4, Effecting economies in present and remaining organizations. 

“These organizations are divided into the following broad categories: 

“1. Underwriting and reinsurance organizations (syndicates). 
“2. Advisory organizations. 

“3. Rating bureaus. 

“4. Educational associations. 

“5. Specialty organizations. 

“6. Salvage companies. 

“7, Fire patrols. 

“8, Adjusting bureaus. 

“9. General. 

“Tt seems to your committee that a thorough study should be made of the 
general subject of these organizations to see if any more efficient organizational 
plans can be formulated. 

“We expect to prepare as soon as possible a complete up-to-date list of all or- 
ganizations, with a résumé of the functions performed, together with informa- 
tion as to the annual cost of operation and the number of meetings held each year. 
In addition to the actual cost of the various organizations we must not overlook 
the tremendous expenditure of effort of manpower and money incident to attend- 
ance at various meetings of all these organizations.” 


ACQUISITION COST 


Chairman Jackson stated that at the previous meeting a proposal had been 
made to appoint a committee to consider the general subject of the propriety 
of discussing acquisition cost and that authorization was given to such a com- 
mittee, if one was appointed, to consult counsel to consider how the subject 
could be properly considered. Mr. Jackson stated that he had not appointed 
such a committee because it had come to his attention that this subject had been 
previously considered by a committee of company lawyers and that it had seemed 
to him that the conclusions arrived at by that committee made it unnecessary to 
appoint another or new committee to look into the matter. He then asked Mr. 
Heard to comment upon the conclusions of the committee of lawyers. 

At the conclusion of Mr. Heard’s remarks the member who had originally pro- 
posed the appointment of a committee stated that he was fully satisfied with the 
explanation given. 


DISCUSSION OF PROBLEMS PRESENTED BY MULTIPLE PERIL POLICIES 


During the discussion of this subject reference was made to the consideration 
that had been given to this subject by the Inter-Regional Insurance Conference. 
After protracted discussion it was the consensus of the members that the Inter- 
Regional Insurance Conference should continue its exploration of the subject 
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nduding consideration of appropriate forms and with recommendations regard- 
ing appropriate rating procedure, all in cooperation with other organizations 
having an interest in the subject. 


DISCUSSION OF A PROPOSAL TO FORM A POOL FOR WINDSTORM LOSSES 


Although on the agenda, this subject was passed over at the request of its 
proponent, who was unable to be present at the meeting today. 


COVERAGE FOR DAMAGE CAUSED BY WAVE WASH OR HIGH WATER 


The opinion was expressed that the extended coverage endorsement now in use 
js due for certain revisions owing to ambiguity. The question was also raised 
whether the coverage of trees, shrubs, and lawns is a proper coverage. The state- 
ment was made that the extended coverage form would come up for considera- 
tion at a meeting of the Inter-Regional Insurance Conference in December and 
the entire subject would be carefully considered at that time. The meeting 
showed that there was very little enthusiasm for the writing of wave wash as 
such. 


USE OF LARGER DEDUCTIBLES IN CONNECTION WITH THE EXTENDED COVERAGE ENDORSE- 
MENT 


During the discussion of this subject several of the members expressed them- 
selves in favor of the use of a larger deductible, deploring the extent of main- 
tenance losses and expressing apprehension that in the endeavor to obtain ade- 
quate rates the companies would price the product out of the reach of property 
owners. 

One of the members expressed the opinion that he would like to see a com- 
mittee appointed to discuss weather conditions with the Weather Bureau and 
other competent persons. This member, however, withdrew his request on the 
understanding that Mr. Braidech of the national board is studying this subject 
for a committee chairmaned by Mr. North. 

Adjournment. 

J. D. Egskine, Secretary. 


lasts OF ORGANIZATIONS SUPPORTED IN WHOLE OR Part By Stock CoMPANIES— 
FIRE, MARINE, CASUALTY BY TYPE 


(a) Master list in alphabetical order regardless of type and lines of business. 
(b) List of each type in alphabetical order grouped by lines of business. 


ORGANIZATIONS NOT LISTED 


Assigned risk plans, automobile, various States. 

Assigned risk plans, compensation, various States. 

State fire prevention associations, various States. 

Fieldman’s clubs, in nearly all States. 

Casualty insurance claims managers council, in all principal cities. 
Canadian and other foreign organizations. 

Privately owned organizations serving the insurance industry. 


Code: Type of Organization 
a Salvage. 

a cn scencsemetianich Regional. 

ee Educational. 

che een Adjusting. 

cise Fire patrol. 

al nscscncbantecnenis Specialty. 

nc eeewls Advisory 

UPS_......._.___..._... Underwriting pools and syndicates. 
cass cninacicney General. 

ince cone e Rating. 

Code: Lines of business 
iiiemGso.......... Fire etc., auto physical damage, inland marine, aviation. 
a Ocean marine. 
C§_...........______ Casualty and surety. 


a All lines. 
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Master List In ALPHABETICAL ORDER REGARDLESS OF TYPE AND LINES oF BUSINEgg 


eee es ee ee ee ee ee 


Type 


RAT 
FPC 


Lines 


FA 
FA 
FA 
OM 
AL 
AL 


Organization 


i 


Alabama Inspection & Rating Bureau, Montgomery, Ala. 

Albany Protective and Salvage Corps. 

Allied Lines Rating Organization of the District of Columbia, yy ghington, D.0, 

American Cargo War Risk Reinsurance Exchange, New York, N 

American Foreign Insurance Association, New York, N.Y. 

= American Institute for Property and Liability Underwriters, Inc., Philadelphia, 
>a. 

American Institute of Marine Underwriters, New York, N.Y. 

American Insurance Association, New York, N.Y. 

American International Underwriters Corp., New York, N.Y 

American Marine Hull Insurance Syndicate, New York, N.Y. 

American Marine Insurance Clearing House, New York, N.Y. 

or Marine Insurance Syndicate for Insurance of Builder’s Risks, New York 
- , ’ 


American Negative Film Syndicate, New York, N.Y 

American War Risk Agency, New York, N.Y. 

Arkansas Inspection & Rating Bureau, Little Rock, Ark. 

Associated Aviation Underwriters, New York, N.Y. 

Association of Casualty Accountants & Statisticians, New York, N.Y. 
Association of Casualty & Surety Co., New York, N.Y. 

Association of Marine Underwriters of the U.S., New York, N.Y. 
Aviation Insurance Rating Bureau, New York, N.Y. 

Board of Fire Underwriters of the Pacific, San Francisco, Calif. 

Board of Marine Underwriters of San Francisco, San Francisco, Calif. 
Board of Marine Underwriters of Seattle, Seattle, Wash. 

Board of Underwriters of Hawaii, Honolulu, Hawaii. 

Board of Underwriters of New York, New York, N.Y. 

Boston Protective Department. | 
Bureau of Accident & Health Underwriters, New York, N.Y. 


Bureau of Contract Information, Inc., Washington, D.C. 

California Inspection Rating Bureau, om Francisco, Calif. 

Casualty Actuarial Society, New York, 

Casualty Insurance Companies Serving serait: Boston, Mass. 
Casualty Reinsurance Association of America, New Y ork, N .Y. 
Central Traction & Lighting Bureau, New York, N.Y. 

Chicago Fire Insurance Patrol. 

Chicago Plate Glass Service Bureau, Chicago, Ill. 


Coastwise Great Lakes & Inland Hull Association, New York, N.Y. 

Committee on Interpretation of Nation-wide Marine Definition, New York, N.Y, 
Compensation Insurance Rating Board, New York, N.Y. 

Compensation Insurance Rating & Inspection Bureau of New Jersey, em NJ, 
Compensation Rating & Inspection Bureau of North Carolina, Raleigh, N 
Conference of Special Risk Underwriters, New York, N.Y. 

Cook County Inspection Bureau, Chicago, Ill. 

Cook County Loss Adjustment Bureau, Chicago, III. 

Cotton Fire & Marine Underwriters, Memphis, Tenn. 
The Cotton Insurance Association, Atlanta, Ga. 

Cotton Reinsurance Exchange, New York, N.Y. 

Cotton Warehouse Inspection Service, New York, N.Y. 


Crop-Hail Insurance Actuarial Association, Chicago, Tl. 


Delaware Compensation, Rating & cng ey Bureau, Philadelphia, Pa. 
Eastern Underwriters Association, New York, N.Y. i 
The Excess Reinsurance Association, New York, N.Y. 

Factory Insurance Association, Hartford, Conn. 

Farm Underwriters Association, Chicago, Il. 

Fire Insurance Rating Bureau, Milwaukee, Wis. 

Fire Insurance Rating Organization of New Jersey, Newark, N.J. 

Fire Insurance Patrol of Philadelphia. 

Fire Insurance Salvage Corps of Baltimore. 

Fire Prevention & Engineering Bureau of Texas, Austin, Tex. 

Fire Underwriters Association of the Pacific, San Francisco, Calif. 

Fire Underwriters Inspection Bureau, Minneapolis, Minn. 

Florida Inspection & Rating Bureau, "Jacksonville, Fla. 

Furriers’ Customers Reinsurance Syndicate, New York, N.Y. 

General Adjustment Bureau, Inc., New York, N.Y. 

General Cover Underwriters Association, New York, N.Y. 

Georgia Inspection & Rating Bureau, Atlanta, Ga. 

Great Lakes Grain Association, New York, N.Y. 

Great Lakes Underwriting Syndicate, New York, N.Y 

Hail Insurance Adjustment & Research Association, Chicago, Ti. 


Hawaii Casualty & Surety Rating Bureau, Honolulu, Hawaii. 
Hawaii Fire Rating Bureau, Honolulu, Hawaii 
Health & Accident Underwriters Conference, Chicago, Ill. 


Hoosierland Rating Bureau, Indianapolis, Ind. 
Idaho Surveying & Rating Bureau, Boise, Idaho. 
Tilinois Bureau of Casualty Insurers, Chicago, Til. 
Illinois Inspection Bureau, Chicago, Tl 

Indiana Audit Bureau, Indianapolis, Ind. 
Indiana Rating Bureau, Indianapolis, Ind. 
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Mastek List IN ALPHABETICAL ORDER REGARDLESS OF TYPE AND LINES OF 


Business—Continued 


_ 





Organization 





Inland Marine Insurance Bureau, New York, N.Y. 
Inland Marine Underwriters Association, New York, N.Y. 


Inland Waterways Insurance Association, Cincinnati, Ohio. 
Insurance Accountants Association, New York, N.Y. 

Insurance Accounting & Statistical Association, Kansas City, Mo. 
Instirance Advertising Conference, New York, N.Y 
The Insurance Co. Education Directors’ Society, New York, N.Y. 
Insurance Federation of California, San Francisco, Calif. 
Insurance Federation of Illinois, Chicago, Ill. 

Insurance Federation of lowa, Des Moines, Iowa. 

Insurance Federation of Massachusetts, Boston, Mass. 

Insurance Federation of Minnesota, Minneapolis, Minn. 
Insurance Federation of Nebraska, Lincoln, Nebr. 

Insurance Federation of North Dakota, Bismark, N. Dak. 
Insurance Federation of New York, New York, N.Y. 

Insurance Federation of Ohio, Columbus, Ohio. 

Insurance Federation of Pennsylvania, Philadelphia, Pa. 
Insurance Institute of America, Inc., Philadelphia, Pa. 

Insurance Library Association of Atlanta, Atlanta, Ga. 

Insurance Library Association of Boston, Boston, Mass. 

Insurance Rating Bureau of D.C., Washington, D.C. 

Insurance Society of Massachusetts, Boston, Mass. 

Insurance Society of New York, New York, N.Y. 


Insurance Society of Philadelphia, Philadelphia, Pa. 

Interbureau Insurance Advisory Group, New York, N.Y. 

International Association of Insurance Counsel, Milwaukee, Wis. 

Inter-Regional Insurance Conference, New York, N.Y. 

Iowa Inspection Bureau, Des Moines, Iowa. 

Kansas Inspection Bureau, Topeka, Kans. 

Kentucky Inspection Bureau, Louisville, Ky. 

Logging Underwriting & Inspection Association, San Francisco, Calif. 

The Loss Executives Association, New York, N.Y. 

Louisiana Insurance Advisory Association, New Orleans, La. 

Louisiana Insurance Credit Association, New Orleans, La. 

Louisiana Rating & Fire Prevention Bureau, New Orleans, La. 

Marine Office of America, New York, N.Y. 

Maryland Fire Underwriters Rating Bureau, Baltimore, Md. 

Massachusetts Automobile Rating & Accident Prevention Bureau, Boston, Mass. 

a Workmens’ Compensation, Rating & Inspection Bureau, Boston, 
Mass. 

Michigan Inspection Bureau, Detroit, Mich. 

Michigan Workmen’s Compensation Rating Bureau, Detroit, Mich. 

Middle Dept. Association of Fire Underwriters, Philadelphia, Pa. 

Minnesota Compensation Rating Bureau, Minneapolis, Minn. 

Mississippi Advisory Committee, Jackson, Miss. 

Mississippi State Rating Bureau, Jackson, Miss. 

Missouri Audit Bureau, St. Louis, Mo. 

Missouri Inspection Bureau, St. Louis, Mo. 

Mountain States Inspection Bureau, Denver, Colo. 

Multiple Location Service Office, New York, N.Y. 

Multiple Peril Insurance Rating Organization, New York, N.Y. , 

National Association of Casualty & Surety Executives, New York, N.Y. 

National Automobile Theft Bureau, New York, N.Y. 

National Automobile Underwriters Association, New York, N.Y. 

National Board of Fire Underwriters, New York, N.Y. 


National Bureau of Casualty Underwriters, New York, N.Y. 
National Cargo Bureau, Inc., New York, N.Y. 

National Council on Compensation Insurance, New York, N.Y. 
National Fire Protection Association, Boston, Mass. 

National Fire Waste Council, Washington, D.C. 

National Insurance Service Organization, New York, N.Y. 
Nebraska Inspection Bureau, Omaha, Nebr. 

New England Fire Insurance Rating Association, Boston, Mass. 
New England Loss Executives Association, Boston, Mass. 

New Hampshire Board of Underwriters, Concord, N.H. 

New York Board of Fire Underwriters, New York, N.Y. 

New York Fire Insurance Rating Organization, New York, N.Y. 
New York Fire Patrol. 

New York Plate Glass Service Bureau, New York. N.Y. 


North Carolina Automobile Rate Administrative Office, Raleigh, N.C. 
North Carolina Fire Insurance Rating Bureau, Raleigh, N.C. 

Ohio Inspection Bureau, Columbus, Ohio. 

Oil Insurance Association, Chicago, Il. 

Oil Insurance Underwriters (Simmonds), New York, N.Y. 

Oklahoma Inspection Bureau, Oklahoma City, Okla. 

Pacific Coast Fire Loss Association, San Francisco, Calif. 

Pacific Fire Rating Bureau, San Francisco, Calif. 

Pennsylvania Compensation Rating & Inspection Bureau, Philadelphia, Pa. 
Puerto Rico Inspection & Rating Bureau, San Juan, P.R 

Railroad Insurance Association, New York, N.Y. 
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Master List IN ALPHABETICAL OrDER REGARDLESS OF TYPE AND Lingg op 
‘Business—Continued 





Organization 


RAT FA Railroad Insurance Rating Bureau, New York, N.Y. 

UPS FA Railway Underwriters, Chicago, Ill. 

UPS FA Rain & Hail Insurance Bureau, Chicago, Ill. 

GEN FA Recoverymen’s Forum, New York, N.Y. 

GEN OM Registered Mail Central Bureau, New York, N.Y. 

UPS FA Reinsurance Exchange, New Rochelle, N.Y. 

EDU AL The Society of Chartered Property & Casualty Underwriters, Philadelphia Pa 

SPE FA Society of Fire Protection Engineers, Boston, Mass. oor 

RAT FA South Carolina Inspection & Rating Bureau, Columbia, S.C. 

ADJ FA Southeastern Hail Conference, Raleigh, N.C. 

oan FA South-Eastern Underwriters Association, Atlanta, Ga. 

UPS FA Southern Reinsurance Exchange, Savannah, Ga. 

GEN FA Special Risk Underwriters Conference, New York, N.Y. 

ADV FA Standard Forms Bureau, San Franciseo, Calif. 

RAT Cs Statutory Automobile Rating Bureau, New York, N.Y. 

UPS FA Stock Company Association, Washington, D.C. 

RAT Cs The Surety Association of America, New York, N.Y. 

RAT FA Tennessee Inspection Bureau, Nashville, Tenn. 

RAT FA The Texas Inspection Bureau, Dallas, Tex. 

RAT FA Texas Automobile Insurance Service Office, Austin, Tex. 

ADV FA Texas Insurance Advisory Association, Austin, Tex. 

RAT FA Texas Insurance Checking Office, Austin, Tex. 

GEN FA Texas Insurance Forms Department, Austin, Tex. 

UPS OM Tugboat Underwriting Syndicate, New York, N.Y. 

ADJ FA Underwriters Adjusting Co., Chicago, Il. 

FPC FA Underwriters’ Fire Patrol of Kansas City, Mo. 

UPS FA Underwriters Grain Association, Chicago, Ill. 

GEN AL Underwriters’ Laboratories, Inc., Chicago, Ill. 

SAL FA The Underwriters Salvage Co. of Chicago, Chicago, Ill. 

SAL FA Underwriters Salvage Co. of New York, New York, N.Y. 

FPC FA Underwriters’ Salvage Corps of Cincinnati. 

FPC FA Underwriters’ Salvage Corps of St. Louis. 

UPS FA Underwriters Service Association, Chicago, Ill. 

UPS FA United States Aircraft Insurance Group, New York, N.Y. 

ADV FA United States Fire Co’s. Conference, New York, N.Y. 

GEN OM United States Salvage Association, New York, N.Y. 

RAT Cs Virginia Automobile Rate Administrative Bureau, Richmond, Va. 

RAT FA Virginia Insurance Rating Bureau, Richmond, Va. 

ADV FA Washington Advisory Committee, San Francisco, Calif. 

RAT FA Washington Insurance Examining Bureau, Seattle, Wash. 

RAT FA Washington Surveying & Rating Bureau, Seattle, Wash. 

ADV FA Western Actuarial Bureau, Chicago, Ill. 

ADJ FA Western Adjustment & Inspection Co., Chicago, Tl. 

SPE FA Western Conference of Special Risk Underwriters, Chicago, Ill. 

GEN cs Western Insurance Information Service, Los Angeles, Calif. 

SPE FA Western Loss Association, Chicago, I!. 

REG FA Western Underwriters Association, Chicago, Ill. 

RAT FA West Virginia Inspection Bureau, Charleston, W.Va. 

RAT cs Wisconsin Compensation Rating Bureau, Milwaukee, Wis. 

FPC FA Worcester Protective Department. 

RAT cs Workmen’s Compensation Inspection, Rating Bureau of Virginia, Richmond, Va. 

RAT Cs Workmen’s Compensation & Occupational Diseases Rating Bureau of Indiana, 
Indianapolis, Ind. 

UPS cs The Workmen’s Compensation Reinsurance Bureau, New York, N.Y. 

GEN OM Yacht Safety Bureau, New York, N.Y. 





List or Eacu TYPE IN ALPHABETICAL ORDER GROUPED BY LINES OF BUSINESS 


Number of company-supported organizations 
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Tabulation of company-supported organizations listed 


SALVAGE 
Lines Organization 
7.---------- The Underwriters Salvage Co. of Chicago, Chicago, Il. 
Sa Underwriters Salvage Co. of New York, New York, N.Y. 
REGION AL 
Rn jonwewem Board of Fire Underwriters of the Pacific, San Francisco, Calif. 
inno Eastern Underwriters Association, New York, N.Y. 
Beene anms South-Hastern Underwriters Association, Atlanta, Ga. 
i ceennenin Western Underwriters Association, Chicago, Il. 
EDUCATIONAL 
a The American Institute for Property and Liability Underwriters, 
Inc., Philadelphia, Pa. 
meme Fire Underwriters Association of the Pacific, San Francisco, 
Calif. 
| The Insurance Co. Education Directors’ Society, New York, N.Y. 
a Insurance Institute of America, Inc., Philadelphia, Pa. 
isco mains Insurance Society of New York, New York, N.Y. 
Re cleats The Society of Chartered Property and Casualty Underwriters, 
Philadelphia, Pa. 
ADJUSTING 
Re aiccsioanancns Cook County Loss Adjustment Bureau, Chicago, Ill. 
cr aiclew ese General Adjustment Bureau, Inc., New York, N.Y. 
Se Hail Insurance Adjustment and Research Association, Chicago, 
Ill. 
a, Southeastern Hail Conference, Raleigh, N.C. 
nae Underwriters Adjusting Co., Chicago, Ill. 
EE ee Western Adjustment & Inspection Co., Chicago, Ill. 
oe Chicago Plate Glass Service Bureau, Chicago, Il. 
Reinet es New York Plate Glass Service Bureau, New York, N.Y. 
FIRE PATROL 
aa Albany Protective and Salvage Corps. 
Boston Protective Department. 
Ri citetaccses ms Chicago Fire Insurance Patrol. 
aa Fire Insurance Patrol of Philadelphia. 
TN sc ceincracese Fire Insurance Salvage Corps of Baltimore. 
CN a  ceciance New York Fire Patrol. 
Te oa sn ch cnesacane Underwriters’ Fire Patrol of Kansas City, Mo. 
De iigindetd nw is- Underwriters’ Salvage Corps of Cincinnati. 
Re ole cn Underwriters’ Salvage Corps of St. Louis. 
i eiacissinacenene Worcester Protective Department. 
SPECIALTY 
Ts eciiem ae Conference of Special Risk Underwriters, New York, N.Y. 
acini Insurance Accountants Association, New York, N.Y. 
a The Loss Executives Association, New York, N.Y. 
Sr ticcrerernenene New England Loss Executives Association, Boston, Mass. 
serene Pacific Coast Fire Loss Association, San Francisco, Calif. 
Society of Fire Protection Engineers, Boston, Mass. 
Western Conference of Special Risk Underwriters, Chicago, Ill, 
a Western Loss Association, Chicago, Ill. 
O$.....109..... Association of Casualty Accountants and Statisticians, New 
York, N.Y. 
Insurance Accounting and Statistical Association, Kansas City, 
Mo. 
Insurance Advertising Conference, New York, N.Y. 
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ADVISORY 
Lines Organization 
i a Central Traction & Lighting Bureau, New York, N.Y. 
alt Malet See Crop-Hail Insurance Actuarial Association, Chicago, Il, 
a Farm Underwriters Association, Chicago, Ill. 
TR ciceaicabceid Hail Insurance Adjustment & Research Association, Chicago, I) 
_ a eee Inland Marine Underwriters Association, New York,N.Y. | 
PN hs Interbureau Insurance Advisory Group, New York, N.Y, 
(he Inter-Regional Insurance Conference, New York, N.Y. 
Oe eral Louisiana Insurance Advisory Association, New Orleans, La, 
st ag Mississippi Advisory Committee, Jackson, Miss. 
We kee Multiple Location Service Office, New York, N.Y. 
a ee National Board of Fire Underwriters, New York, N.Y. 
oe ae National Insurance Service Organization, New York, N.Y, 
ae Standard Forms Bureau, San Francisco, Calif. 
WA icsccncedeiel pecs Texas Insurance Advisory Association, Austin, Tex. 
ete aan United States Fire Companies Conference, New York, N.Y, 
eee ont te G. Washington Advisory Committee, San Francisco, Calif, 
aie ciatiicans Western Actuarial Bureau, Chicago, Ill. 
ONES tend as Cotton Warehouse Inspection Service, New York, N.Y. 
neta Bureau of Accident & Health Underwriters, New York, N.Y, 
si ilinnine Bureau of Contract Information, Inc., Washington, D.C. 
Ra nncctentectngma Health & Accident Underwriters Conference, Chicago, II. 


POOLS AND SYNDICATES 


ee American Negative Film Syndicate, New York, N.Y. 

eB Associated Aviation Underwriters, New York, N.Y. 

Eg Cotton Fire & Marine Underwriters, Memphis, Tenn. 

pS EE a ee ee The Cotton Insurance Association, Atlanta, Ga. 

I aici ass The Excess Reinsurance Association, New York, N.Y. 

Me ace Factory Insurance Association, Hartford, Conn. 

c (ae Furriers’ Customers Reinsurance Syndicate, New York, N.Y. 

a General Cover Underwriters Association, New York, N.Y. 

cet ee a Logging Underwriting & Inspection Association, San Francisco, 
Calif. 

eateries Oil Insurance Association, Chicago, TI. 

_ ae — Oil Insurance Underwriters (Simmonds), New York, N.Y. 

Dis icc niastcines Railroad Insurance Association, New York, N.Y. 

Ws tees Railway Underwriters, Chicago, Ill. 

Biase esas Rain and Hail Insurance Bureau, Chicago, Il. 

SN ii desist coke Reinsurance Exchange, New Rochelle, N.Y. 

WG ininden Southern Reinsurance Exchange, Savannah, Ga. 

Me ab Stock Company Association, Washington, D.C. 

a acca Underwriters Grain Association, Chicago, Il. 

nS Underwriters Service Association, Chicago, Il. 

eee a United States Aircraft Insurance Group, New York, N.Y. 

| ie American Cargo War Risk Reinsurance Exchange, New York, 
N.Y. 

oe eee American Marine Hull Insurance Syndicate, New York, N.Y. 

2 ee American Marine Insurance Syndicate for Insurance of Builder’s 
Risks, New York, N.Y. 

sa coccesctrie areas Cotton Reinsurance Exchange, New York, N.Y. 

ici arcaee Great Lakes Underwriting Syndicate, New York, N.Y. 

RE accckicerpeeae Inland Waterways Insurance Association, Cincinnati, Ohio 

Rid aan er Marine Office of America, New York, N.Y. 

es recat Tugboat Underwriting Syndicate, New York, N.Y. 

hi Casualty Reinsurance Association of America, New York, N.Y. 

ee siticie aint The Workmen’s Compensation Reinsurance Bureau, New York, 
N.Y. 

een American Foreign Insurance Association, New York, N.Y. 


Raa American International Underwriters Corp., New York, N.Y. 
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GENERAL 

Lines Organization 

fA_----------- Board of Underwriters of Hawaii, Honolulu, Hawaii. 

_---------. Inland Marine Underwriters Association, New York, N.Y. 

7 _-------- Louisiana Insurance Credit Association, New Orleans, La. 

—c————— National Automobile Theft Bureau, New York, N.Y. 

a National Board of Fire Underwriters, New York, N.Y. 

ee National Fire Protection Association, Boston, Mass. 

I asinine mee National Fire Waste Council, Washington, D.C. 

EE New York Board of Fire Underwriters, New York, N.Y. 

a Recoverymen’s Forum, New York, N.Y. 

iene Special Risk Underwriters Conference, New York, N.Y. 

ce gepenenanens Texas Insurance Forms Department, Austin, Tex. 

erent American Institute of Marine Underwriters, New York, N.Y. 

keene American Marine Insurance Clearing House, New York, N.Y. 

Re iiiaiseveeaeencoen American War Risk Agency, New York, N.Y. 

BI iceseneocsencons Association of Marine Underwriters of the United States, New 

Ri iicieierees York, N.Y. : 

TE icceresanconenen Board of Marine Underwriters of San Francisco, San Francisco, 
Calif, 

| Board of Marine Underwriters of Seattle, Seattle, Wash. 

i tiniennn . Board of Underwriters of New York, New York, N.Y. 

NR sicirtocinsoecn Coastwise Great Lakes & Inland Hull Association, New York, 
N.Y. 

a Committee on Interpretation of Nationwide Marine Definition, 
New York, N.Y. 

ee Cotton Warehouse Inspection Service, New York, N.Y. 

cote tain Great Lakes Grain Association, New York, N.Y. 

Ee National Cargo Bureau, Inc., New York, N.Y. 

caiman Registered Mail Central Bureau, New York, N.Y. 

Oise oe United States Salvage Association, New York, N.Y. 

ae Yacht Safety Bureau, New York, N.Y. 

(S__---------- Association of Casualty and Surety Companies, New York, N.Y. 

ii eceem Bureau of Accident and Health Underwriters, New York, N.Y. 

Ntsc ones Casualty Actuarial Society, New York, N.Y. 

CS_.-_--.-_.--- Casualty Insurance Companies Serving Massachusetts, Boston, 
Mass. 

EE Health and Accident Underwriters Conference, Chicago, Ill. 

ee National Association of Casualty and Surety Executives, New 
York, N.Y. 

ices Western Insurance Information Service, Los Angeles, Calif. 

aa American Insurance Association, New York, N.Y. 

| Insurance Federation of California, San Francisco, Calif. 

DR islidkseisaccnties Insurance Federation of Illinois, Chicago, Ill. 

SE Insurance Federation of Iowa, Des Moines, Iowa. 

Ti ln Insurance Federation of Massachusetts, Boston, Mass. 

taints scteraie Insurance Federation of Minnesota, Minneapolis, Minn. 

Te tn accsnge Insurance Federation of Nebraska, Lincoln, Nebr. 

DO ieissccccaiancee Insurance Federation of New York, New York, N.Y. 

a Insurance Federation of North Dakota, Bismarck, N. Dak. 

ae Insurance Federation of Ohio, Columbus, Ohio. 

cece Insurance Federation of Pennsylvania, Philadelphia, Pa. 

NR deinsisanewinns Insurance Library Association of Atlanta, Atlanta, Ga. 

etn d Insurance Library Association of Boston, Boston, Mass. 

i a Insurance Society of Massachusetts, Boston, Mass. 

OS Insurance Society of New York, New York, N.Y. 

7? DE iiacniictems Insurance Society of Philadelphia, Philadelphia, Pa. 


Ta cameos International Association of Insurance Counsel, Milwaukee, Wis. 
TO idikectcrmecs m= Underwriters’ Laboratories, Inc., Chicago, Ml. 
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RATING 

Lines Organization 

| ES Se Alabama Inspection & Rating Bureau, Montgomery, Ala. 

Filia ctincisineree Allied Lines Rating Organization of the District of Columbia, 

WR aicenas shtinatns Washington, D.C. 

| eee Arkansas Inspection & Rating Bureau, Little Rock, Ark. 

eo See is Aviation Insurance Rating Bureau, New York, N.Y. 

_ eee Cook County Inspection Bureau, Chicago, Ill. 

Oc aie Crop-Hail Insurance Actuarial Association, Chicago, Ill. 

ln i gicentaans Fire Insurance Rating Bureau, Milwaukee, Wis. 

eS a ae. Fire Insurance Rating Organization of New Jersey, Newark, 
N.J. 

a Fire Prevention & Engineering Bureau of Texas, Austin, Tex, 

WA ek Ain Fire Underwriters Inspection Bureau, Minneapolis, Minn. 

i Florida Inspection & Rating Bureau, Jacksonville, Fla. 

Be oe Georgia Inspection & Rating Bureau, Atlanta, Ga. 

nue eiitieocall Hawaii Fire Rating Bureau, Honolulu, T.H. 

FA_______:___. Idaho Surveying & Rating Bureau, Boise, Idaho. 

LE Illinois Inspection Bureau, Chicago, Ill. 

eon Indiana Audit Bureau, Indianapolis, Ind. 

se at Indiana Rating Bureau, Indianapolis, Ind. 

De nits centieke Inland Marine Insurance Bureau, New York, N.Y. 

Re eg creas Insurance Rating Bureau of D.C., Washington, D.C. 

SN sil tases Iowa Inspection Bureau, Des Moines, Iowa. 

) SPR eae ee Kansas Inspection Bureau, Topeka, Kans. 

ices ee Kentucky Inspection Bureau, Louisville, Ky. 

i meen Louisiana Rating & Fire Prevention Bureau, New Orleans, La, 

ke Maryland Fire Underwriters Rating Bureau, Baltimore, Md, 

WR ceases Middle Department Association of Fire Underwriters, Phila. 
delphia, Pa. 

ee a. Michigan Inspection Bureau, Detroit, Mich. 

a Mississippi State Rating Bureau, Jackson, Miss. 

i ee” Missouri Inspection Bureau, St. Louis, Mo. 

octal Missouri Audit Bureau, St. Louis, Mo. 

i eer Mountain States Inspection Bureau, Denver, Colo. 

Ss ee Multiple Peril Insurance Rating Organization, New York, N.Y, 

seco mae National Automobile Underwriters Association, New York, N.Y, 

i he Nebraska Inspection Bureau, Omaha, Nebr. 

Bins chia dia Sienna New Engiand Fire Insurance Rating Association, Boston, Mags, 

a New Hampshire Board of Underwriters, Concord, N.H. 

Wiis Soeci ty Scheie New York Fire Insurance Rating Organization, New York, N.Y, 

Dita atecans North Carolina Fire Insurance Rating Bureau, Raleigh, N.O, 

Ae Ohio. Inspection Bureau, Columbus, Ohio 

Se Oklahoma Inspection Bureau, Oklahoma City, Okla. 

CO ee Pacific Fire Rating Bureau, San Francisco, Calif. 

Sak Puerto Rico Inspection & Rating Bureau, San Juan, P.R. 

ice ttt, Railroad Insurance Rating Bureau, New York, N.Y. 

Da scissile . South Carolina Inspection & Rating Bureau, Columbia, §.C. 

re South-Eastern Underwriters Association, Atlanta, Ga. 

es 5 ead, Tennessee Inspection Bureau, Nashville, Tenn. 

ee Texas Automobile Insurance Service Office, Austin, Tex. 

Pate acai The Texas Inspection Bureau, Dallas, Tex. 

Oe i Texas Insurance Checking Office, Austin, Tex. 

Diba csice Sicamesinke Virginia Insurance Rating Bureau, Richmond, Va. 

a Washington Insurance Examining Bureau, Seattle, Wash. 

eee Washington Surveying & Rating Bureau, Seattle, Wash. 

ieee tetas West Virginia Inspection Bureau, Charleston, W. Va. 

ii cdiatssnetipicad California Inspection Rating Bureau, San Francisco, Calif. 

ite tiie teas Chicago Plate Glass Service Bureau, Chicago, Ill. 

ee Compensation Insurance Rating Board, New York, N.Y. 

pe Compensation Insurance Rating & Inspection Bureau of New 
Jersey, Newark, N.J. 

> Compensation Rating & Inspection Bureau of North Carolina, 
Raleigh, N.C. 

carcass Delaware Compensation, Rating & Inspection Bureau, Philadel 


phia, Pa. 
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Lines Organization 

(8..---------- Hawaii Casualty & Surety Rating Bureau, Honolulu, Hawaii. 
0s_- a Hossierland Rating Bureau, Indianapolis, Ind. 

ien--- Illinois Bureau of Casualty Insurers, Chicago, Il. 

SE ctiinn = Massachusetts Automobile Rating & Accident Prevention Bu- 


reau, Boston, Mass. 
i..---------- Massachusetts Workmen’s Compensation, Rating & Inspection 
z Bureau, Boston, Mass. 


. — Michigan Workmen’s Compensation Rating Bureau, Detroit, 
ft Mich. 

————EE Minnesota Compensation Rating Bureau, Minneapolis, Minn. 

TE ceri eem—= National Bureau of Casualty Underwriters, New York, N.Y. 

National Council on Compensation Insurance, New York, N.Y. 

tn — New York Plate Glass Service Bureau, New York, N.Y. 

Pe icepeennnm—= North Carolina Automobile Rate Administrative Office, Raleigh, 
N.C. 

thneno=—- Pennsylvania Compensation Rating & Inspection Bureau, Phila- 
delphia, Pa. 

kg en emwe Statutory Automobile Rating Bureau, New York, N.Y. 

EE dabipercconwe The Surety Association of America, New York, N.Y. 

a Virginia Automobile Rate Administrative Bureau, Richmond, Va. 

Wisconsin Compensation Rating Bureau, Milwaukee, Wis. 

0S$_----------- Workmen’s Compensation & Occupational Diseases Rating Bu- 
reau of Indiana, Indianapolis, Ind. 

08------------ Workmen’s Compensation Inspection Rating Bureau of Virginia, 


Richmond, Va. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, N.Y., January 20, 1955. 


QUESTION N AIRE REGARDING DIRECT WRITING ACTIVITIES OF LLOYDS AND OTHER UN- 
LICENSED INSURERS 


Many of our member companies are becoming increasingly concerned over the 
inroads being made into their business (fire, marine, casualty, fidelity, and 
surety) by Lloyd’s and other unlicensed insurers not subject to full regulation. 
A committee has recently been appointed to investigate these activities and in 
order to get factual information, we need your assistance. 

1. Will you please list any accounts of which you have knowledge that have 
been written direct during the past 5 years by such unlicensed insurers, giving 
dates, names of insured, locations, type of insurance, estimated annual (tariff) 
premium, and any additional information, such as special premium considera- 
tions or unusual features of coverage offered by the unlicensed operator to 
secure the line. 

The committee is particularly interested in specific accounts written on forms 
and at terms which admitted companies are prevented from furnishing by State 
laws or regulations. (For example, extension of marine policies to cover fixed 
properties which admitted companies are permitted to write only in conformity 
with filed forms and rates.) 

2. Will you please also note any reinsurance arrangements of which you 
have knowledge whereby a domestic company issues a policy of the character 
described in the preceding paragraph and then cedes all or nearly all of the 
risk to such an unlicensed insurer. 

8. Surplus line legislation was originally enacted in many States for the 
laudable purpose of supplementing the American insurance market in a few iso- 
lated and unusual instances. The committee would like to know of any specific 
cases Or any general information which would indicate that this legislation 
is being used to underwrite risks that were not contemplated as coming under 
surplus lines by Lloyd’s or other unlicensed insurers which are not subject to full 
regulation and taxation. 

4. The committee would appreciate any other comments or observations which 
you think might be helpful in this study, including suggestions as to a pattern 
of regulation of the activities covered by questions 1, 2, and 3 above. 

We shall appreciate your reply to these questions at your earliest convenience. 

Very truly yours, 
L. A. VINCENT, 
General Manager. 
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QUESTIONNAIRE ON UNLICENSED INSURERS 


1. Will you please list any accounts of which you have knowledge that have 
been written direct during the past 5 years by such unlicensed insurers, 
giving dates, names of insured, locations, type of insurance, estimated ap. 
nual (tariff) premium, and any additional information, such as special pre 
mium considerations or unusual features of coverage offered by the unjj. 
censed operator to secure the line. The committee is particularly interesteg 
in specific accounts written on forms and at terms which admitted cop. 
panies are prevented from furnishing by State laws or regulations. (For ex. 
ample, extension of marine policies to cover fixed properties which admitted 
companies are permitted to write only in conformity with filed forms and 
rates. ) 

Land O’Lakes Creameries.—An interstate dairy risk; written by Lloyd’s Fep. 
ruary 1, 1954. Total reporting form premium: $25,972 (of which we had 59 
percent). Written by Lloyd’s with a $10,000 deductible and at considerably lower 
rates. (A) 

Land O’Lakes.—The nationwide fire reported and separate inland marine 
coverages were written in capital stock companies for many years. We had both 
covers through the Walirich Insurance Agency at Shawano, Wis. for severaj 
years prior to February 1, 1953, when the account went 50 percent to the An. 
tomobile of Hartford and 50 percent to the Aetna Fire. On February 1, 1954, our 
fire reported rate quote of 41 cents on a provisional amount of $10 million wag 
presumably accepted by the insured, but the policy was returned for cancella- 
tion about February 15, 1954, as well as inland transportation policies which 
produced an annual rate of approximately 4 cents. Our contract was supple 
mented effective February 1, 1954, by London Lloyd’s via R. N. Crawford & Co, 
of Chicago at an annual rate of 25 cents with an aggregate deductible of $10,000 
which on a provisional amount of $10 million would produce a maximum rate of 
35 cents to the assured, fire, extended coverage, sprinkler leakage, and trans- 
portation against our fire and inland cost to the assured of 45 cents per annum 
without a deductible. (F) 

The Land O’Lakes Creameries, Minnesota.—Has gone into Lloyd’s through 
the R. N. Crawford & Co. office of Chicago. We are told it is written at $10,000 
accumulative deductible at an approximate rate of 25 cents with a deposit pre 
mium of $25,000. We were not able to secure any definite rating information 
ourselves on this risk. (R) 

We also expected to write a reporting form policy on the Mid-Continent Sup- 
ply Co., an interstate oil well equipment concern with headquarters in Texas, 
but it was written by Lloyd’s in January 1954. 

The tariff premium, including a 20-percent reduction for use of form 1, would 
#41000. approximately $51,000. Lioyd’s wrote the coverage for approximately 

000. (A) 

Pillsbury Mills, Inc—was written by Lloyd’s on November 1, 1954. Our 
reporting cover policy was canceled short rate on that date. The total premium 
was approximately $91,400, of which we had 5 percent, or $4,570. (A) 

Pillsbury Mills, Minneapolis, Minn.—Charles W. Sexton Co., Minneapolis, 
controlled the fire coverages and Marsh & McLennan the marine. Offering was 
made by Fairchild & Ellis to cover the grain and stock on an all risk basis world- 
wide at a substantial reduction in premium. The latest report is that Marsh & 
McLennan have taken over the entire account, Sexton & Co. having lost the fire 
business. Marsh & McLennan were successful in placing the entire marine ac- 
count at reduced rates and broader forms with the marine office of American, 
thereby somewhat reducing the possibility of Fairchld & Ellis taking over with 
thereby somewhat reducing the possibility of Fairchild & Ellis taking over with 


SN i sisi es im enn len dnl eh akties etna clp ticramiiiccccibenttond Cudahy Packing 
NE a thc hcp es std ta dghacec gaia ligt tanh ite Sil Chicago, Ill. 
isis icsicce atetccctatinscipins pecthupiedii wii lnahelbeecsaabpatnegs December 31, 1953 
PI Shichi a i kc ceeecrtck Deanntednt tits eemielbpensl, Lebel * $16, 481 


1Premium represents 20 percent of total. Unable to determine conditions of Lioyd’s 
policy or rate.” (C) 

Cudahy Packing Co., broker: Marsh & McLennan of Chicago.—We had been 
writing this account since January 1, 1923, and lost it Lloyds of London Janu- 
ary 1, 1954. The stock was covered under a reporting form with approximately 
$84,000 in premiums per year. The building and machinery line was written 
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for a term of 3 years with a premium of $163,000. For more than a month 

we carried on a series of negotiations between Marsh & McLennan, our Chi- 

ago service department, and we here in New York. Lloyd’s, through Marsh & 

McLennan, came up with a proposition which we understand is without a de- 

quetible and at a saving to Cudahy of between $40,000 and $50,000 per year 
obably written on a “loss cost” basis). (R) 

Information has been given us to the effect that the Cudahy Packing Co., 
with an annual premium in the neighborhood of $15,700, has been placed direct 
with a Lloyd’s syndicate at 20 percent below the tariff rates. (T) 

Mr. Edward Miller, one of our agents in Louisville, lost the Transport Manu- 
facturing & Equipment Co. line expiring on October 31, 1954, to an agent in 
Los Angeles who wrote a blanket policy covering all terminals in the United 
States, with a limit of $50,000 on any one, in London Lloyd’s. Mr. Miller stated 
that his agency lost a $40,000 premium as a result of the loss of this account. 
We lost a $25,000 line on the Louisville terminal. It is my understanding that 
Lloyd’s writes direct for the Georgia State highways a policy covering free 
pridges, and thisisatacutrate. (D) 

Leedom, O’Connor & Noyes of Milwaukee control the Roddis Plywood Co. at 
Marshfield, Wis. Because of the nature of the risk, it is my understanding that 
over one-half of the insurance on the plant has been placed by the agents in the 
London market because the American market has been exhausted. (D) 

It is understood that the Federal Compress and its associated interests, failing 
to find an all-risk cover in the American market, finally succeeded in obtaining 
it through Stewart-Smith and Lloyd’s of London. (D) 

Date of transfer : February 5, 1952. 

Policy No. : 370588. 

Assured: St. Louis University as respects Parks College of Aeronautical Tech- 
nology, Cahokia, Ill. 

Premium : 1,365.08. 

February 5, 1952, to February 5, 1955, amount, $215,000 at 1,635, 3,515.25; 
0.275, 591,25 ; total, 4,106.50. 

Loss, March 31, 1952, paid, $732.64. (D) 

St. Louis University was lost because of the $1,000 deductible quotation, and 
we understand that the rate was reduced by 80 percent for this very small 
deductible. Fire coverage only was involved. (P) 

We are told the Ford Motor Car Co. was written under a combined manufac- 
turers’ output and ocean policy, and without any specific knowledge we have 
heard the RCA account was written on a similar basis. We also do know that 
the Pillsbury account was solicited on this basis. Our understanding is this type 
type of cover is written through a Boston broker. (B) 

Consolidated Badger Cooperative.—Agent Wallrich of Shawano, Wis., reports 
that R. N. Crawford has presented a similar proposition to Consolidated Badger. 


‘The relationship between Consolidated Badger and Land O’ Lakes is very close, 


so presumably Crawford & Co. is attacking other desirable food industry risks 
or Land O’Lakes has passed word along to the management of Consolidated 
Badger. R. N. Crawford & Co. are talking in terms of approximately 40 percent 
estimated savings, but to date, the account is still on stock company books. (F) 

Omaha Stock Yards.—This risk, formerly controlled by Foster-Barker Agency 
of Omaha, had been carried by stock companies for many years, but in mid-1954 
went to Lloyd’s at a reported premium savings of 20 to 30 percent. It is reported 
to have been written on a $25,000 deductible basis with the local (Omaha) inter- 
mediary being Weaver-Mineer, operating agencies at Omaha and Lincoln. (F) 

Atlantic Elevator Co.—You are familiar with this account written in capital 
stock companies by Sexton & Co. for many years, being attacked by R. N. Craw- 
ford & Co., offering Lloyd’s coverage at approximately 35 percent savings. 
Lloyd’s proposed coverage included transportation and an aggregate deductible 
on reporter and stated amount deductible on building and machinery. The ef- 
a - R. N. Crawford & Co. to capture the risk have been unsuccessful to 

te. (F) 

Quaker Oats.—I am not familiar with the details but understand this risk, 
carried for years in capital stock companies, was attacked by Lloyd’s through 
R. N. Crawford & Co. or Rollins, Hunter Burdick Agency, Chicago. Tariff rates 
were cut by the introduction of a deductible. Whether successful or not, I do 
notknow. (F) 

Quaker Oats Co—L. H. Stubbs & Co. of Cedar Rapids are the brokers on the 
reporting grain coverage which is written in stock companies at a yearly pre- 
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mium of $43,133. R. N. Crawford & Co. of Chicago, who write the schedule of 
elevator buildings, offered an all risk marine form with a deductible to cover the 
grain either through Lloyd’s or an American marine company. The expiration 
of our grain reporting coverage was October 1, 1954, and we were successful in 
holding our renewal. (R) 

About 3 years ago we lost the Quaker Oats country elevator building account 
to Lloyd’s, who wrote the insurance with a $15,000 deductible at a cost of ap- 
proximately 50 percent less on a 3-year basis than the amount charged by the 
stock companies. (1) 

Pittsburgh Steel Co., through John C. Kohne & Co., were interested in writing 
the insurance with a large deductible clause and found that the American mar. 
ket was not particularly interested and were giving consideration to placing the 
bulk of the liability with Lloyd’s. The final outcome I do not know. (F) 

Pennsylvania Salt Co.—through Platt, Yungman & Co.—the same conditions 
existed here. (F) 

Dupont Co.—through J. A Montgomery, Inc.—had a similar problem. (F) 

There are probably others that do not come to my mind at the moment. ay 
of those mentioned are large, high-valued risks where the large deductible is 
the important factor. (F) 

We have also been advised that not so very long ago the International Blevator 
Co. country elevator building account was placed with some British company 
which wrote the first $10,000 of liability ; London Lloyd’s then issued a policy for 
the amount in excess of $10,000. The total cost, as we understand it, was the 
same as full tariff would have been if term treatment had been given the elevator 
account. (1) 

We lost the Loblaw Grocery Co. account a few months ago and we were 
advised that it is now written through Lloyd’s of London. Before Lloyd's of 
London secured the account some mutual companies had quoted a rate of ap- 
proximately 0.35 for 1 year, while our rate was approximately 0.50 on a reporting 
form basis. The mutuals then revised their quotation to 0.28 per annum on the 
basis of a $2,000 deductible clause, but they still were unable to keep the account 
from Lloyd’s. We understand that the Lloyd’s of London quotation is 28 cents 
for 3 years with the $10,000 deductible clause. (L) 

The entire building and equipment line of the Carnation Milk Co. is now 
being written by Lloyd’s of London on a deductible basis. The transaction wag 
originally consummated through a Lloyd’s broker having offices in Chicago and 
Montreal, Canada. Of more recent date the contract was negotiated by a Cal- 
ifornia surplus lines broker. This was a subject of protest before the California 
Insurance Department and after a formal hearing the insurance department 
approved the cover on the basis that deductible fire insurance was not being 
generally written by admitted carriers. (F. Sup.) 

Carnation Milk Co.—The coverage on stock in plants and warehouses was for 
years written by stock companies, Fred S. James & Co. being the broker. The 
yearly premium was $152,524. In March of 1950, Fred S. James & Co. placed the 
coverage in Lloyd’s with a $50,000 deductible at a subtantial saving in premium. 
(R) 

In answer to question No. 1 raised by Mr. Vincent, an important source of 
inroad by Lloyd’s against the domestic companies has been in the business inter- 
ruption field. Lloyd’s willingness to consider tailormade contracts has given 
them the edge in a number of instances with producers who objected to certain 
features and rating requirements of the contracts available through their domes- 
tic connection and ended up by placing the liability with Lloyd’s. A case in point 
is Hershel California Fruit Products; headquartered in San Jose and also with 
plants at Woodland and Riverbank, Calif. Producer was desirous of domestic 
earriers recognizing that even during height of packing season, in the event one 
of the three plants went out, that there was still sufficient capacity in reserve 
at the other two plants to substantially modify any possible BI loss. From 
memory, the domestic premium for 3 years would have been in the vicinity of 
$31,000, whereas the 3-year premium through Lloyd’s for a daily indemnity of 
$7,500 for 100 days was in the vicinity of $18,000. It is readily granted by the 
producer that the protection granted by the domestic contract would have been 
broader than the Lloyd’s form, but that the daily indemnity basis for the pre 
mium involved made Lloyd’s the better buy. (Personal knowledge.) (F Sup.) 

Domestic fire companies have been adamant that if extended coverage is 
purchased, or if malicious mischief and vandalism is desired, that the amount 
purchased must equal the amount of the underlying fire insurance. This 
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uirement has caused much premium volume to be diverted to Lloyd’s 
Flotill Products, Inc., Stockton, Calif., is required under its financing agreement 
with Bank of America to carry extended coverage and malicious mischief 
and vandalism on its building and equipment and stock. The total amount of 
this insurance, depending upon season, etc., may be as much as $30 million. 
It was found more economic by the producer and agreeable to the bank to 
purchase a limited amount of extended coverage and malicious mischief and 
vandalism through Lloyd's. (Personal knowledge.) (F Sup.) 1 

There have been recently at least two strong protests from producers associa- 
tions in southern California relative to the adamancy of the board companies 
not relaxing these regulations as respects large risks. Producers had in mind 
particularly eity and Federal housing authorities, municipal piers, and other 
mammoth risks. The writer has been advised by the San Francisco office of a 
jarge national brokerage concern that as respects moving picture studios and 
similar risks, when extended coverage is desired, that portion of the coverage 
js normally marketed through Lloyd’s and not through the domestic market. 

up. 
eae naty specific case of which we have a record is that of the Continental 
Supply Co’s. headquarters at Houston, Tex., written at a premium of $111,200 
which was lost to Lloyd’s who received coverage with a $50,000 deductible with 
about a 40 percent discount in rate. (N) 

Assured—Harvey’s Apparel Shops. Headquarters—New York City. Expira- 
tion—May 28, 1954. Premium—$4,377. 

This was a reporting form cover written at standard rates and under the 
usual forms. Lloyd’s policy gave the same coverage, plus burglary for a 
premium of $3,500 as against the $4,377 premium mentioned above. Under 
the Lloyd’s policy, assured does not have to report any values apparently. (O) 

In 1953 our inland marine department was asked to approve under cold 
storage locker plant bailee floater plant a committment in East Hartford for 
a wholesale meat dealer who had a large freezing room divided into stalls for 
wholesale customers such as hotels, restaurants, etc. The question was raised 
with the joint committee on interpretation and complaint as to the acceptability 
of this business and it was ruled that “it was never intended by existing 
rulings to classify as inland marine insurance coverage on commercial cold 
storage business.” The insurance commissioner of the State of Connecticut 
also ruled this type of risk to be ineligible. We canceled that policy and, 
were advised later by the agent that the business “will go to Lloyd’s.” The 
premium in this case would have been $1,093.75. (O) 

We had a builder’s risk on the new city hall in Dallas but it was canceled and 
replaced by a Lloyd’s contract for half the premium we were receiving. (A 
§ 

The Midland Pipe general cover contract, which we lost to Lloyd’s last year, 
has again been renewed in Lloyd’s. (A Sup.) 

The Smith Canning Co. of Clearfield, Utah was written with $5,000 primary 
insurance in licensed companies and there were two excess layers, one being 
$20,000 excess of $5,000 and the second $100,000 excess of $25,000. Only fire 
insurance was involved. (P) 

The trucking fleet of the Owl Trucking & Construction Co. of California 
involved an annual premium of $3,900. Lloyd’s took this from us with a flat 
syear premium quotation of $7,000 and required no reports. (P) 

The Kerr Glass Co. account, involving fire only, was lost on the basis of a 
deductible quotation, but we do not know what it was nor what the tariff 
annual premium would have been. The same applies to the Pacific fisheries 
account. (P) 

Three railroad accounts have been lost, being the Northern Pacific in 1950, 
involving $58,000 of annual premium, the Spokane, Portland & Seattle line in 
1954 involving $42,000 in annual premium and the Chicago North Shore & Mil- 
watikee line, also in 1954, involving $19,000 of annual premium. We have no 
knowledge of the premium charged by Lloyd’s nor of any unusual coverage 
features on these three railroad accounts. (P) 

In 1954 the Federal Department Stores of Michigan went to Lloyd’s when 
a marine type policy replaced a fire reporting cover line. (P) 

The Detroit Steel account, covering real and personal property, fire only, 
has been lost to a Lloyd’s policy covering $10 million blanket with a $100,000 
deductible. The tariff premium on this account was $250,000 and the total values 
involved were approximately $60 million. (P) 
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Detroit Steel Corp., Portsmouth, Ohio, plant, broker: Blumberg Bros., De. 
troit, Mich.—Our liability in the amount of $2,925,000, was terminated June 
29, 1953. The renewal premium for fire, E. C. and vandalism would have been 
$36,358 for a 3-year policy covering blanket building, machinery and stock with 
the 90 percent coinsurance clause. The total insurance at this plant was 
$46,500,000 written by about 25 companies. Stewart, Smith (Lloyd's) . of 
Chicago negotiated a coverage on this plant for $10 million on a flat, no coin- 
surance basis with a $100,000 deductible clause. We understand the premium 
was $125,000 for 1 year, and that it produced a saving of around $100,000 per 
year to the assured. (R) 

There is a firm in Oklahoma by the name of Kerr, McGee (the Kerr being 
Senator Kerr). This firm is in the oil business and has property for insurance 
to the extent of approximately $28 million. The property is used for drilling ang 
shipping of oil. In the $28 million there has been in the past a $10 million coyer 
for ocean marine risks, the remaining $18 million being for refineries, etc., cover. 
ing fire, extended coverage, ete. (Q) 

The information which has come to me is that Marsh & McLennan have placeg 
an all-risk policy, including fixed property, with a $100,000 deductible, and whilst 
it is not known with which insurers the business has been placed, the surmise 
is that this must be with an unlicensed insurer and quite possibly with Lloyd's 
underwriters. (Q) 

Chicago Transit Authority, Chicago, Ill..—A number of stock companies wrote 
this line through several Chicago agencies with a total 3-year premium of $366,- 
525. The business went to Lloyd’s about 2 years ago, placed with a $500,000 
deductible for a reported 3-year premium of $50,000. (R) 

Aldens Inc., Chicago, Jll.—Eliel & Loeb of Chicago covered the stock under a 
reporting form. The premium was $10,081. The coverage went to Lloyd’s early 
in 1954, written with a $10,000 deductible. (R) 

Stewart Warner Corp., Chicago, Ill—The associated factory mutuals have the 
plant schedule. Rollins Burdick Hunter of Chicago wrote the manufacturer's 
output coverage in the Aetna with an earned premium in 1953 of $37,070. Fair. 
field & Ellis are offering a Lloyd’s contract to take over the coverage of the 
Aetna on an output basis and in addition to the regular coverage, they propose 
to cover machinery, equipment, and stock at manufacturing plants. (October 
1954) (R) 

Canteen Corp., Chicago, Ill.—A large portion of the fire coverage is placed 
through George F. Brown & Sons with a warranty policy of about 20 percent ina 
domestic company controlled by the Brown organization and the balance in 
London. (R) 

First National Stores, Boston, Mass.—The coverage on stock in stores and 
warehouses was written by stock companies on a reporting form with a total 
premium of $31,500. Marsh & McLennan of Boston have always been the brokers 
and in 1952 they placed the coverage in Lloyd’s. We do not know the premium 
or the amount of the deductible. (R) 

The Minnesota Canning Co., Minnesota.—They divided their business, with 
the associated factory mutuals and the Cannerg Exchange and Lloyd’s, the 
Lloyd’s business being written through Fairfield & Ellis of Boston. We know 
the business went to these organizations but we were not able to get the size of 
the lines or any other pertinent information. (R) 

Leval & Co., Inc., St. Louis, Mo.—This is a reporting grain line involving 
seven locations with an average yearly earned premium of approximately $4,500, 
Walter Klein, of St. Louis is the broker. The line is now under attack by 
Lloyd’s. (R) 

Union Stockyards Co., Omaha, Nebr.—The stock companies lost all coverages 
to Lloyd’s on July 1, 1954, through a proposal made by the Love Haskill agency 
in Omaha. It was placed with a $25,000 deductible. Our policies were can- 
celed short rate. The premium we lost was approximately $10,000. (R) 

Hoffman Industries, Sinking Springs, Pa.—This is a good two source supply 
sprinklered risk with a variety of occupancies. The major activity is metal 
working and machine shop. The total value is about $1,500,000 ; $100,000 has been 
written by the Merchants & Businessmen’s Mutual of Harrisburg, and we are 
informed that the balance of the account is handled directly by Lloyd's. We 
have been unable to obtain exact information as to the rate and coverage, but 
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when our policies were returned for cancellation we were informed that there 
was a considerable reduction in rate. (R) . ; 

Pacific American Fisheries, State of Washington.—We find we have not iost 
any direct fire business inasmuch as in the State of Washington Lloyd’s operates 
as surplus writers and accordingly this feature is watched very closely, not only 
py the companies but by our insurance commissioner.(R). J 

In regard to marine accounts, there have been several cases where Lloyd s have 
moved into the picture by offering a cradle to the grave coverage. This primarily 
has applied to Alaska cannery accounts where we have participated as a reinsurer 
on a number of cannery accounts where the original policy had been issued in 
the Fireman’s Fund. ; ‘ 

Particular reference is made to the Pacific American Fisheries wherein the 
Fireman’s Fund lost the ocean cargo end due to Lloyd’s issuing a package policy 
to these people. True enough they were required to write specific fire policies on 
the Washington locations; however the marine policy was absorbed and as a 
consequence was lost to the fund, and likewise our percentage of reinsurance was 
also lost to us. (R) 

Weyerhaeuser Timber Co., Washington and Oregon.—We had, through Charles 
W. Sexton & Co. of Portland, Oreg., a reporting contract on forest products. The 
total premium was $46,166. Marsh & McLennan of San Francisco took this 
pusiness, together with other coverages, in August 1951, placing it with a sizable 
deductible, of which 35 percent was placed in Lloyd’s and 65 percent with Amer- 
jean carriers. (R) 

Olga Coal Co., West Virginia——Alexander & Alexander of New York wrote 
the property damage insurance in stock companies on a full coverage basis 
with a 3-year premium of around $300,000. In July of 1953, the line was 
placed in Lloyd’s with a $15,000 deductible. The stock companies still have 
the U. & O. (R) 

Follansbee Steel Corp., Wheeling, W. Va.—The insurance is controlled by 
the Pittsburgh office of Marsh & McLennan and the coverage is with $5,000 
deductible and a 16-percent credit in rate. The excess of $3 million over 
coverages in domestic companies is in Lloyd’s of London. Thus, according 
to the Lee C. Paull agency the entire property damage line of $9 million is now 
placed and bound. (R) 

Miscellaneous, Allstate Truck Lines—Have a motor cargo account for 
which there is a substantial American market placed in London at an un- 
usually low rate. (R) 

The American market for many years has written petroleum and cracking 
plant installations at a rate generally followed by a vast majority of the market 
and at which we have only made a reasonable profit at best. Recently, Lloyd’s 
have been quoting one-half of the American rate. Specific examples are M. W. 
Kellogg-Lummus & Co., Fluor Corp., and American Oil Co. (R) 

Another very large carrier of London placing is offshore drilling equipment 
in the gulf, whereas Lloyd’s have been writing on a direct basis as low as 40 
percent of the American market rate. The hull fleet of the Baltimore & Ohio 
Railroad likewise was placed on the same principle. (R) 

General Cigar Co. We have 15 percent of a reporting policy with a 3-year 
premium of $11,000. Farjeon Ballin & Co. of New York are the brokers. The 
line is under attack by Lloyd’s through the agency of R. N. Crawford & Co. of 
Chicago who are offering a comprehensive fire and marine coverage. (R) 

Lone Star Portland Cement Co.—This assured has 16 plants in the United 
States totaling in value $152 million. The largest plant value is $12 million. 
The assured has been self-insured for many years and has a self-insurance fund 
of $3 million. About 18 months ago the assured was interested in buying a 
coverage with a sizable deductible. We were not interested in writing a deduct- 
ible, and also that this seemed to be the general opinion of most stock 
companies. (R) 

In January 1955, the broker placed the coverage in Lloyd’s with a limit of 
liability of $4 million on any one plant and with a deductible of $500,000. The 
perils covered are fire, extended coverage, earthquake, collapse, and depreciation. 
The premium was $120,000 for 5 years payable in five equal installments of 
$24,000 each. When talking with the broker 18 months ago, it was estimated 
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that stock company full coverage for fire and extended coverage would approxi- 
mate $100,000 per year. (R) 

Radio Corp. of America.—Marsh & McLennan covered this assured’s Persona} 
property away from manufacturing locations with a manufacturer's output pojj 
placed in the Aetna in 1951. The total Aetna earned premium for the year 1953 
was $117,350. As of October 1, 1954, Marsh & McLennan canceled the Aetna 
policy and placed the coverage in Lloyd’s probably on a broader form basis. (R) 

Charleston Shipyards, Inc., Charleston, 8.C.—The premium developed was in 
excess of $12,000 annually. Our quotation was bettered by a domestic compan 
and the last information received relative to this particular risk, indicated Lloyd's 
had the entire line at a rate of approximately 50 percent of domestic quo- 
tation. (R) 

Cudahy Packing Co.—February 1954 ;countrywide schedule ; property da 
fire and inherent explosion ; $9,000; 3 years; unknown; written by Lloyd’s on & 
deductible basis. (U) 

Union Fern, Inc.—August 1954; blanket; New York, Massachusetts, and Ver. 
mont; business interruption; $3,000; 3 years; unknown; unknown; written 
in Lloyds. (U) 

T. G. € Y. Stores Co. and Central Merchandise Co. et al.—February 1, 1955. 
100 in Oklahoma, Texas, Kansas, and Missouri; stock reporting form No, 1: 
$34,333; annual tariff premium; one-third of tariff; $5,000 deductible; jn 
Lloyd’s. (U) 


2. Will you please also note any reinsurance arrangements of which you haye 
knowledge whereby a domestic company issues a policy of the character 
described in the preceding paragraph and then cedes all or nearly all of the 
risk to such an unlicensed insurer. 

American Fidelity Fire Insurance Co. of New York and Richmond, Va— 
(Markel). It is our understanding that this company reinsured its cotton 
liability with Lloyd’s of London, through Stewart, Smith & Co. We have no 
factual information as to the percent retained by American Fidelity, but our un- 
derstanding is that it is small. 

Insured warehouse receipts policies are laid down, through Whitfield King 
& Co., agents, Memphis (our information is that it is an inland marine type 
of policy) for: 

Federal Compress € Warehouse Co. and the Union Compress € Warehouse 00., 
both of Memphis, Tenn., at the average fire rate of 24 cents, plus 12 cents for 
all risk. Policy of insurance covers all risk inbound cotton, cotton on the com- 
press and cotton ex-compress to the wharf or to domestic mill destination, 
It is estimated that the premium under the Federal and Union policies will be in 
the neighborhood of $2 million for the season 1954—55. 

In addition to the above warehouse receipts covers, the American Fidelity 
has individual policies outstanding at the published fire rate, plus 12 cents 
for all risk, on the following plants: Greenville Compress Co., Greenville, Miss.; 
Delta Compress, Clarksdale, Miss.; Greenwood Compress & Storage Co., Green- 
wood, Miss.; Milan Compress, Milan, Tenn.; Associated Warehouse, Dyersburg, 
Tenn. (D) 

Cotton Belt Insurance Co., Memphis, Tenn.—Incorporated under laws of 
Tennessee and licensed 1952. Financial control in Everett R. Cook, president 
of Cook & Co., Cotton Merchants, Memphis, Tenn. The Cotton Belt is reinsured 
in Lloyd’s of London, through Stewart, Smith & Co., Inc. 

To our knowledge, they wrote the following business : 

Cook & Co., Memphis, Tenn.; Full marine policy, probably through the Inland 
Insurance Agency, Memphis, Tenn., owned by Everett Cook. 

Hohenberg Bros. Co., Selma, Ala.; Full marine policy, probably through the 
Inland Insurance Agency, Memphis, Tenn., owned by Everett Cook. 

Goedecke Bros. Co., Hallettsville, Tex.; Full marine policy, probably through 
the Inland Insurance Agency, Memphis, Tenn., owned by Everett Cook. 

Fulton & Son, Memphis, Tenn.; Full marine policy, probably through the 
Inland Insurance Agency, Memphis, Tenn., owned by Everett Cook. 

W. S. Weaver, Memphis: Full marine policy, F. L. Camp, broker. 

In addition to the marine business above noted, the Cotton Belt Insurance 
Co. writes: 
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Insured warehouse receipts policy for the Memphis Compress & Storage Co., 

his, written, it is our understanding, at published fire rates, plus 12 cents 

for all risk, through the Inland Insurance Agency, Memphis, Tenn. It is our 

ynderstanding that this policy covers inbound movement while on the compress 
ex-compress to wharf or domestic mill destination. (D) 

It is alleged that the Cotton Belt Insurance Co. of Memphis, Tenn., is the 
front for Lloyd’s. If the committee is interested in securing further informa- 
tion in this respect, it might contact Mr. G. B. Wooley, manager of the Cotton 
Fire & Marine Underwriters, at 63 South Main Street, Memphis, Tenn. (1) 

Information received indicates that Lloyd’s is represented in practically every 

agency. Apparently W. K. Stringer Co. is the chief offender. This 
agency represents several stock companies and represents Lloyd’s. Apparently 
it is the practice to use one of the stock companies as a front for a very small 
participation and place the balance in Lloyd’s. (D) 

It is my understanding that A. H. Turner, Irby, and Oberdorfer agencies in 
Atlanta all have Lloyd’s connections which they are apparently using quite 


Ly. 
—_ whole, it appears that Lloyd’s activities are generally confined to lines 
that stock companies do not care to write. For instance, Lloyd’s writes a non- 
recorded chattel mortgage policy. Lloyd’s also writes errors and omissions 
insurance for agents and, of course, plays a big part in the way of excess 
lines. (D) 

R. B. Jones of Illinois appeared to be pushing Lloyd’s facilities for excess 
lines and unusual risks, some of which stock companies write and some that 
they do not insure. (D) 

Some few years ago a California surplus lines broker made heavy inroads 
upon the laundry and dry cleaning bailee business by way of including the 
additional peril of faulty workmanship. When some presure was brought to 
bear the contracts were then written through an admitted company represented 
by the same general agency but the entire liability was reinsured with Lloyd's 
of London. (F Sup.) 

While I cannot specify the line and verse, it is generally accepted in the 
minds of many officials of admitted carriers that there are certain admitted 
companies serving as a front on the so-called commercial block contract, 
whereby the entire line and if not the entire line then 90 percent to 95 percent 
of the line is being exported to Lloyd’s of London by way of reinsurance of 
the admitted carrier serving as the policy issuing agent. 

We know of a number of domestic companies who have been extremely active 
in the writing of the mercantile block policy on the coast and whose under- 
wrting judgment in arriving at rates on some of these risks, may perhaps not 
have been of the best. These people have found selective reinsurance (for in- 
dividual perils, if desired) as offered by Lloyd’s brokers of particular interest 
tothem. However, Lloyd’s is by no means as shortsighted as some of the domes- 
tie underwriters and in two instances, at least, has refused reinsurance at the 
basic rate charged by the domestic carrier, but was prevailed in the case of a 
risk involving substantial burglary hazard, to take a quota share, but only after 
the domestic carrier had assumed the first $10,000 of each and every loss, as re- 
spects the hazards of burglary andtheft. (F Sup.) 

Answering the second question of Mr. Vincent’s communication, we are not in 
possession of any knowledge of reinsurance arrangements whereby domestic com- 
pany issues a policy with special premium consideration or features of coverage 
and then proceeds to cede all or nearly all of the risk to Lloyd’s. There are, 
however, a number of domestic companies whose main source of premium income 
seems to be derived from the borderline business which can be fed them through 
their affiliation and association with surplus lines brokerage concerns. We refer 
to such concerns as Market Services, Inc., National Indemnity Co. of Omaha, Re- 
public Indemnity of America, etc. These companies are willing to lend them- 
selves for a substantial fee to front on any, or almost any, proposition where 
filing policies with public authorities are involved. For example, of our own 
knowledge, metropolitan buses of Los Angeles are self-insurers for $10,000 per 
occurrence, BI or PD. Markel Service in exchange for a fee of allegedly $2,500 
plus hold harmless agreement, arranges for the necessary filing with the city of 
Los Angeles and other surrounding communties where filings for this bus system 











3040 THE INSURANCE INDUSTRY 


have to be made. Lloyd’s is in reality the sole insurance carrier participatip 
in the investigation of all claims and being responsible for accidents in exces 
of $10,000 per occurrence. Until recently, this particular transportation System 
was with domestic carriers. In the case of the municipal street railway system, 
of the city of San Francisco, the city of San Francisco is the self-insurer jn the 
amount of $37,500 per accident with Lloyd’s participating in the excess, Lloyd's 
premium is in the vicinity of $225,000 per year. (Personal knowledge.) (PF Sup. 

The use of filing policies as fronts for Lloyd’s is becoming more and more 
common, particularly in the long haul trucking field. In order to save on pre 
mium, a number of the larger long haul fleet operators have accepted Propo- 
sition from Llioyd’s, whereby they are self-insurers for some agreed amount per 
occurrence, which agreed amount is to encompass aggregate cost of bodily jp. 
jury, property damage, physical damage, cargo and in some instances, workmen's 
compensation and/or employers’ liability. Of course, this type of aggregate da 
ductible is appealing only to a substantially large operator, but in these instances 
the availability for a price of a fronting policy from National of Omaha or one 
of the other companies previously named, is what makes the Lloyd’s proposition 
possible. (F Sup.) 

It is reported from several locations that the Peerless Casualty Co. acts ag q 
an for Lioyd’s, and frequently reinsures its business 100 percent in Lloyd's, 
(K Sup.) 

Bridge insurance, State of Florida.—This line was recently cancelled. Ameri. 
can Universal is now the principal carrier with 98 percent reinsured in Lloyd's, 
Central Illinois Public Service Co—In May of 1954, the Continental Casualty 
Co. of Chicago wrote the entire fire and extended coverage on this account, 
They wrote the line on an off-tariff basis and reinsured 90 percent of their 
liability in Lloyd’s. The estimated annual tariff premium on this account was 
$75,000. (R) 


3. Surplus line legislation was originally enacted in many States for the laud- 
able purpose of supplementing the American insurance market in a few 
isolated and unusual instances. The committee would like to know of any 
specific cases or any general information which would indicate that this 
legislation is being used to underwrite risks that were not contemplated 
as coming under surplus lines by Lloyds or other unlicensed insurers which 
are not subject to full regulation and taxation. 


It has been quite evident that during the past 2 or 3 years representatives of 
Lloyd’s have been packaging coverages, which, as a whole package, could not 
be covered in the American market; however, the individual classes could be 
written in the American market. As a result of this packaging, they have been 
able to convince the Surplus Line Bureau that the business was exportable to 
Lloyd’s. We recently had an inquiry from the agents association of the State 
of Montana inquiring as to whether we could give them any information which 
would enable them to set up a surplus line law in Montana to combat the export- 
ing of business to Lloyd’s. I understand that there is quite a bit of feeling in 
Washington also as regards this type of activity. As far as Montana is concerned, 
I understand that the quotations on the risks are coming out of a general agent’s 
office in Salt Lake City, but I do not know the name of the general agency. This 
Same general agency, I understand, is operating throughout Idaho and Utah, and 
they have been offering contracts covering fire, liability, and automobile under 
one contract. (D) 

When we talk of Lioyd’s activities we are in reality referring to the licensed 
surplus line brokers who utilize Lloyd’s facilities. Some of these are old estab- 
lished firms which generally are highly ethical in the conduct of their affairs. 
On the other hand, there are many new operators who are “hungry” and who, 
to build up a premium volume for their London brokerage connection, have 
circled on the fringes of the surplus line law and in some instances, have not 
hesitated to go beyond that point. Of our own personal knowledge, we know of 
one newer Office in San Francisco who, licensed as a California surplus lines bro- 
kerage office, has instructed their personnel to contact the larger brokerage firms 
“off the record” and say that on outside of California business, firewise they will 
cut the rate if the business appeals to them and their London brokerage connect- 
fon. For example, on a certain lumber risk in Idaho where conditions were 
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considered a little better than normally encountered in the lumbering industry, 
a deviation of 20 percent from the established rates was authorized. It so 
happens that in the instance in question, for one reason or another, the broker- 
firm did not accept this offer. (Personal knowledge.) (F Supp.) 
Apparently the writing at cut rates of out-of-State coverage by a surplus 
line broker licensed in one State only is a common practice, the broker up to 
this time, having felt himself reasonably immune from any harmful conse- 
quences. We have seen in the office of an Oakland producer, a Lloyd’s policy 
covering on a moving picture theater located in Oakland, Calif., with the policy 
having emanated from a Florida surplus brokerage concern. Rates were cut 
approximately 15 percent from manual. Until recently, it was common for 
some of the larger brokerage concerns in San Francisco who had Nevada busi- 
ness, to get rate and coverage concessions from the Lloyd’s offices. However, 
the insurance commissioner of Nevada got wind of some of these violations and 
made a reciprocal agreement with the commissioner in California and whether 
the agreement be founded on strict legality or not, this working arrangement 
between the two commissioners has accomplished its practical ends. It is sug- 
gested that perhaps the extension of the full faith and credit doctrine unoffi- 
cially adopted by the commissioners of California and Nevada, if generally 
accepted by the National Association of Insurance Commissioners, might prove 
a potent threat to hold some of the current abuses in check. (F. Supp.) 
Earthquake capacity, both first loss and excess, has been utilized as a lever 
py the various surplus line brokers to develop companion fire business. One 
of the newer offices operating in northern California boasted to producers that 
it had a greater fire capacity and earthquake capacity than its competitors. 
The modus operandi used by this particular office was on the receipt of a large 
submission, to bind what they could under their own office contracts and to 
phone or wire Leo B. Menner of Stewart Smith, Inc. of Illinois at Chicago, and 
Mr. Menner under his contracts, was able to double or quadruple the originat- 
ing broker’s capacity. With this much underlying, thus absorbed under con- 
tract, this facilitated placing excess layers in the open market at a desirable 
figure. The point being made now is that under the complicated contract system 
under which Lloyd’s underwriters operate, it is in the writer’s opinion, quite 
possible, that exact knowledge of total liability which might arise out of any 
one major catastrophe, i.e.: a substantial earthquake in the Los Angeles or 
San Francisco area, or a major fire in a city such as Chicago or Phildelphia, 
may now be undeterminable to the underwriters. It is our conjecture that by 
reason of the skimpy precautions taken towards maintaining proper line rec- 
ords and the frequent exception treatment which Lloyd’s producers frequently 
accord themselves, that underwriters, without their knowledge, may often be 
subjected to the duplication and even quadruplication of the use of maximum 
capacity, which raises the question in our mind of whether Lloyd’s insurance, 
as respects catastrophe loss of the type enumerated above, may be as financially 
sound as American business interests have a right to expect it to be. (F. Supp.) 
Answering question No. 3, we believe that Mr. Vincent should be informed 
that the California Surplus Lines Association under the managership of Thomas 
Scadden, has endeavored to keep its membership strictly within the bounds 
contemplated by California Surplus Lines Act. Unfortunately, ethics in the 
Lloyd’s field have deteriorated in the last couple of years, probably in part due 
to the shrinking of the Lloyd’s volume. Consequently, it is my conjecture that 
today there are more under-the-counter agreements on special Lloyd’s forms 
and rates which are not shown in their true form to the California Surplus 
Lines Association. For example, a common dodge under a contractor’s broad 
form property damage policy is to issue the policy and the filing daily as indica- 
tive that blanket contractual is not covered, whereas a private side agreement 
to this effect has been made. In the case of large contractors, again usually 
where the work to be performed by the general contractor was in a State other 
than the State in which the surplus line broker was domiciled, in such cases, 
specially designed contracts are usually made available, which will include 
better protection than that readily available in the domestic market and often 
Lioyd’s will take care of railroad protective, for which there is practically no 
domestic market. Another common dodge, particularly on third party broad 
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form property damage where the Lloyd’s rates are supposed to be in excegs of 
domestic carriers’ rates under regulations of the Surplus Line Association, esti- 
mated payrolls are “fudged” between low rated classifications as against the 
higher rated classifications where such payroll might belong so that a composite 
overall rate which will produce a premium substantially lower than that which 
would be charged by the domestic carrier is arrived at. Another scheme ytij. 
ized to a great extent by Lloyd’s offices to effectively meet domestic competition 
even where a line may be closely scrutinized by the California Surplus Lines 
Association, is to issue the policy on a deposit basis, charging properly indicated 
rates, but when audit time comes, audits are waived or arbitrarily modified to 
produce the result desired. (F. Supp.) 

A very important development in connection with this subject is outlined jp 
the letter from the National Bureau of Casualty Underwriters dated February 
25, 1955, in reference to the “Rule For Rating Surplus Lines Insurance.” Thijs 
places the admitted companies in the 19 States mentioned on practically the 
same basis as are the unlicensed or nonadmitted companies. (Copy attached.) 
(K. Supp.) 

In the Pacific Coast States, a tremendous volume of premium goes to Lloyd's 
and other unlicensed insurers under the surplus line laws. An example of this 
is the valued use and occupancy insurance which accounted for $800,000, in 
premiums in the State of California. (N.) 

Radio manufacturing concerns.—We have heard, on fairly good authority, 
that four rather large concerns are written in two small nonadmitted carriers 
and reinsured for the most part in London. We have been unable to learn the 
name of the companies and the exact names of the accounts, but have been 
positively advised that there is close to $800,000 in premium involved in the 
four accounts. (R.) 

Surplus lines—Illinois and Kentucky—Lloyd’s underwriters are entered in 
the States of Illinois and Kentucky. Lord, Bissell & Kadyk, 135 South LaSalle 
Street, Chicago, are underwriters’ attorneys in Illinois. John S. Lord of the 
latter firm, is attorney-in-fact. Service in any proceeding on a policy issued 
in that State against Underwriters may be had upon him. In Kentucky, 
Underwriters have appointed Charles I. Brown, McClure Building, Frankfort, 
Ky., as attorney-in-fact and service in any suit on a policy issued in that State 
may be had upon him. In addition to the States of Illinois and Kentucky 
underwriters have in respect to all other States agreed to submit to 
the jurisdiction of any court of competent jurisdiction within the United 
States and to comply with all requirements necessary to give such court juris- 
diction. It is the general practice for a Lloyd’s policy issued to an American 
policyholder to name a person, firm or company in the United States upon 
whom process in any suit instituted against underwriters can be served. 

In addition to the security afforded to policyholders in the States of Illinois 
and Kentucky by Lloyd’s American trust fund, Lloyd’s underwriters have on 
deposit with the State of Kentucky the sum of $500,000 in Government securi- 
ties for the protection of policyholders in that State. In Illinois, there are 
deposits in trust of $2,350,000 with four banks in Chicago and nontrust funds 
of more than $9 million for the protection of policyholders. The annual state 
ment of 1953 filed with the State Insurance Department, Illinois, shows that 
the net premiums amounted to $13,056, 984. 

Illinois operations.—Illinois operations of underwriters at Lloyd’s are sep- 
arated generally into three classes. The first classification is for direct writing, 
Lloyd’s having been issued a certificate of authority by the State of Illinois 
to transact general casualty, surety, fire, marine, and contingent loss lines. 
The second classification of operations is the writing of reinsurance in these 
lines. 

The third division of Lloyd’s activity in Illinois is the writing of surplus line 
risks through surplus line brokers who are members of the Illinois Surplus 
Line Brokers’ Association. This latter arrangement is for the underwriting of 
risks that cannot, after diligent effort, be placed in companies authorized to 
do business in Illinois. 
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However, such operations do not have the protection of the Illinois trust 
and nontrust funds but they are within the protection of Lloyd’s American 


trust fund. 
Underwriting income and disbursements, 1958 


Premiums written: 


Ss is csnginhebbien geteh Sirens pea bad iieb ewig nibibbin Sain winissal om etbahiaaks $7, 293, 331 
IDG: CODING fa mince mini snd ai wii nee tas tid 8, 667, 500 
I iitanch ind mine hasbeen ao iim pitshintesng toed = debate inte cealae 2, 903, 847 
Ne iin ati pe AE mnths Habis eat hitnm pain tne ia bonis ete 13, 056, 984 
Losses paid 
I a os snc cheese print i i einai aed 8, 979, 449 
NORINCO :  CUIUNON gts ii sin 5 Bhi teckel adc bide aae 6, 737, 224 
ATID ;: MOBO W ODO ici avin sn icin ehhh tain deca 2, 468, 049 
IE 2 ia vepbltst dain h bisbhstbieteimdiatin Podobne dn Aes 8, 248, 624 
MA SONOtS . CT DONGOG sis 6 oi tk db cs chi a SHS 703, 543 
Underwriting expenses paid: 

I OINNE = I i recrirgt eeenkcchanasmnpraiseap nbsp ataibeuiaacea, 2, 116, 917 
INI SUNN kunci acct rancid 1, 187, 150 
NPN Ness cnn a dnc aa ace sine ai 410 102 
I ae smn lh dal cia enters ance is daeaacasee Sianeli 83, 607 
I ag sil ie aera ean 2, 977, 572 
III” «IN i es meen hice 1, 223, 475 
I I a i a a ee 50, 359 
IN TN oe cncsipssten woenersnig ep iesan peancbsebasdnakun niente eae 164, 782 
INI sinsdnschnc ceiiniaetinininipann nan nino tapas 111, 305 

BNE gic nccitctrntgli as aa ueeen ta a cee n hee 5 eee ee eee ee 4, 527, 493 


4, The committee would appreciate any other comments or observations which 
you think might be helpful in this study, including suggestions as to a 
pattern of regulation of the activities covered by questions 1, 2 and 3 above, 


One disturbing factor in this area concerns Lloyds of New York who write 
business direct on deviated rates and forms and then reinsure with domestic 
companies. This practice has eliminated a considerable volume of business 
from the local agent. (B) 

What has pointedly come to our mind is that Lloyds frequently insists upon a 
participation in the first surplus reinsurance accounts wherever they have been 
asked to carry an excess of loss cover or conflagration cover, and we feel that 
such conditions take away from the American market considerable premiums 
which domestic reinsuranee companies could well absorb. (G) 

We are aware that quite frequently accounts that are turned down for 
casualty seek a market and secure a market through Lloyds or some other 
unlicensed carrier. This seems to apply primarily in the casualty field to mal- 
practice insurance for which the casualty market is presently rather tight and 
certain types of trucking lines. (H) 

We think that it would be well for your committee to give serious considera- 
tion to the use of “deductibles.” The demand for coverage on this basis is in- 
creasing and we think it is just a question of a short time until we shall have 
toaccept them. (L) 

With regard to item No. 4, whilst our views might seem to indicate a passive 
position, we cannot see that the insurance industry can take any further steps 
to prevent an insured placing business how and where he wishes to do so. The 
enactment of surplus line legislation in those States where such legislation 
does not now exist might have some tendency to reduce the type of competition 
under consideration, but this will not take care of those insured who wish 
coverage which is not available as required in the American insurance market. 
(M) 

This questionnaire refers to risks falling within the jurisdiction of the fire 
underwriters, but we wish to point out that there are many instances that have 
come to our attention concerning lines under the jurisdiction of our inland 
marine department. No doubt some study is being made by the IMUA along 
the same lines. (N) 
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Virginia —We do not have any surplus line provision in Virginia. As a 
consequence it is thought that a number of risks are being written and handled 
by unlicensed brokers and are being written by unlicensed insurers. (R) 

According to Secretary Day of Virginia Association of Local Agents the 
amount of business written by Lloyds in Virginia is about $4 million. It 
appears that the licensed brokers in Virginia are using deviating companies fop 
a percentage of large lines to produce slightly lower average rates. (R) 

A little over a year ago, we noticed that a good portion of the fire coverage 
on the Valley Gas Corp (Shomo & Lineweaver Agency in Harrisonburg, Va.) 
was in the Preferred Fire of Topeka, Kans., not licensed at that time in Vir. 
ginia. More recently, this was one of the companies who was summoned to 
appear before the State corporation commission during the month of Marc) 
on this violation. (R) 

It would appear that many of these practices are often encouraged or abetteg 
by member companies. A comprehensive report resulting from this study couiq 
do much to point up the evils that are not necessarily obvious at first blush, 
Self-imposed restrictions of such activities can do much to discourage their uge, 
(T) 

Questionnaire on unlicensed insurers 
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I NN in cwawonccehbienawetqeostadieadanteesnnenscucen 2 2 
Suggests ideas for legislation..........-.----.----- ecsdieaamianchadaanancadeee 1 1 
Suggests companies be asked to record and report details of future occurrerices. 1 9 
Coeetnens GA VNOUEIGY Us ITU. 28.88 eon oe tis ew ane 1 2 

Subtotals............-.-..-..--------2--------+-5---------5--5---+--2-- 22 7 

No knowledge or no specific or factual information... ........---.----------- 24 & 

No problem. .........-..-+------ 2-2 4-255----0------4--- SUL dateabokWcaes 10 4 
Reinsurers: 

No knowledge... ..... ..- 2202 -cnnece- nnn on2s--2-- en enna ee nne-- oon se--neee- 7 13 

RRS UII Seg Rt PE La i Emel Laeak Leg eaeenginnes 9 8 

Direct writers, no reply.--..---.- ance pekciepeeowina anameioes easesnenedaneagite wae 30 85 

NE ican cRiahuostnnsshaksaaseapedantonesspansanaatyasonsshanensssienn 102 202 
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(alifornia surplus line premium comparison evhibit for the years 1949 through 






























































1958 
—————————— 
Class 1949 1950 1951 1952 1953 
————— 
ment: 

Tre se vaake, wenaig Bitt atW ios i DRS Se Be $79, 000 
Earthquake, no coinsurance _--_....._. $506, 000 $295, 000 $120, 000 $505, 000 374, 000 
Earthquake, coinsurance, 15 percent 

ee an cientenn ginning 686, 000 555, 000 536, 000 617, 000 74, 000 
Earthquake, coinsurance, 16 percent 
Pn OE MONON. 5 oie cka- se sineas 125, 000 90, 000 24, 000 55, 000 98, 000 
Earthquake, coinsurance, 25 percent 
128, 000 7, 900 18, 000 43, 000 25, 000 
947, 000 698,000 | 1, 220, 000 1, 250, 000 
699,000 | 806,000 | 523, 000 633, 000 
37, 000 54, 000 91, 000 77, Wu0 
Replacement ees waked = 000 we ae =o 
a ieee 33, 000 , 000 45, 44, 42, 
Sn, riots, and civil commotion____- 39, 000 54, 000 42, 000 7, 000 52, 000 
U. & O. (valued, warranty, rental | 
income, gross profits, contingent 
tt odie ha aatecndenncnaerei 333, 000 468, 000 737, 000 677, 000 724, 000 
Fire department total. ........-.-.-- 2, 686, 000 2, 387, 000 2, 584, 000 2, 810, 000 3, 009, 000 
= = = —_—| So as | 
Ity department: 

Oe eabtie ‘lability and property damage-__| 1, 070, 000 822,000 | 1,052, 0U0 1, 533, 000 1, 929, 000 

Products liability (BI and PD), 100 

percent or more of manual___-._-.... 462, 000 250, 000 586, 000 573, 000 660, 000 
Products liability (BI and PD), 50 

reent or less of manual.._.._....._- 85, 000 101, 000 100, 000 117, 000 127, 000 

Third party PD-.__-.- Spite cisinnbdenl 1, 065, 000 1, 191, 000 1, 613, 000 1, 815, 000 2, 461, 000 
Warehouseman’s legal liability. ....._- 50, 000 42, 000 86, 000 75, OVO 113, 000 

Total public liability (excluding 

tits edcichinch cao ecescdeahanlabiaceticgel 2, 732,000 | 2,406,000 | 3,437,000 | 4, 113,000 5, 290, 000 

Automobile (P.L. and P.D., private * 

livery, public livery, sedan service, | 

taxicabs, U-drives, jitneys, and 

ET <<<. vacuthimobeissc= nese 1, 215, 000 793, 000 940,000 | 1,522,000 1, 775, 000 
Fire, theft, — GD cinnamon, 820, 000 659,000 | 1,019,000 | 1,936, 000 2, 332, 000 
Burglary and robbery--.---.------ ie 223, 000 7, 000 320, 000 351, 000 533, 000 
Excess liability and property damage_-| 1,528,000 | 1,545,000 | 2,156,000 | 3,357,000 | 4, 428,000 
Pideity and surety.......<............ 388, 000 ae 219, 000 390, 000 ; aan 
See eee 677, 000 749, 000 900,000 | 1, 137,000 , 557, 
Sieantianeens coverage (twin insur- 

so i a cinesehaik a died ines agen 67, 000 144, 000 98, 000 120, 000 160, 000 
Livestock.....-- pbeia dake ms cdpmmekwnde 294, 000 243, 000 322, 000 320, 000 269, 000 
CN pied Socasinedatbauen deta’ 415, 000 183, 000 43, 000 95, 000 160, 000 
Excess workmen’s compensation and 

employers’ liability...............-.- 129, 000 147, 000 217, 000 278, 000 392, 000 
Accident and health_....-.....--_- ..--| 1,024,000 1, 211, 000 1, 637, 000 1, 995, 000 2, 171, 000 
Ee ee eee elas 1,000 1, 000 1, 000 1, 000 1,000 

Casualty department total---.-....--- 9, 513,000 | 8, 344,000 | 11,309,000 | 15,615,000 | 19, 186,000 

Inland marine department: Be i tae 4 
Perriets WOeK........-....2..--.. icdve 77, 000 79, 000 75, 000 55, 000 41, 000 
Jewelers a tb Spas uttneoeinesapbases— 24, 000 = 000 18, 000 21, = 2 = 
ee iia eens 29, 000 , 000 51, 000 39, 
Contractors equipment__-_-_......-.._- 24, 000 26, 000 49, 000 33, 000 19, 000 
ss SE sd Sedmadb btwn 360, 000 445, 000 359, 000 238, 000 367, 000 

Inlend marine department total. .__- 514, 000 607, 000 552, 000 386, 000 492, 000 

iiss. batik cb ddkbii aad ~ 2,686,000 | 2,387,000 | 2,584,000 | 2,810,000 | 3,009, 000 

i .-| 9,513,000 8, 344,000 | 11,309,000 | 15, 615, 000 19, 186, 000 

int Sead ans inn oa uneibapanes 514, 000 607, 000 552, 000 386, 000 492, 000 

Total (approximate due to rounding 
ES oo ee gt eee eS 12, 713, 000 | 11, 338,000 | 14, 445,000 | 18,811, 000 22, 687, 000 
} 
Lioyp’s AMERICAN Trust FUND 
Fund established in August 1939 at $40,000,000 

December 1940_______ $47, 000, 000 November 1949________ $247, 141, 601 

November 1941________ 58, 000, 000 January 1950_...__ __ 250, 115, 579 

cise 55, 274, 834 December 1951_-.----- 246, 960, 111 

January 1943_________ 49, 000, 000 December 1952__.__-_- 245, 565, 854 

December 1947________ 144, 209, 155 December 1953... 272, 367, 975 

December 1948________ 189, 068, 898 October 1964 ......... 292, 425, 340 
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NATIONAL BUREAU OF CASUALTY UNDERWRITERs, 
New York, N.Y., February 25, 1955. 


LETTER TO CHIEF EXECUTIVES OF BUREAU COMPANIES NO. 438 


(Copy to automobile, boiler, and machinery, burglary, general liability, and 
glass division circular listing and to subscribers for States enumerated 
rule for rating surplus lines insurance) 


GENTLEMEN : The bureau has filed the following rule for rating surplus lines 
insurance for application to all kinds of insurance within the scope of na- 
tional bureau operations: 

Upon submission to the National Bureau of Casualty Underwriters of: (1) 
proof that for a specified coverage the named risk is qualified in this State 
for placement of such insurance with an unauthorized insurer, and (2) the 
proposed rate or premium to be charged, to which the named risk consents, 
a rate or premium in excess of that provided by the filed procedures that 
would otherwise be applicable to such risk may be approved for a national 
bureau member or subscriber on an (@) rate basis. The national bureau shal) 
file a copy of the pertinent information thereon with the State supervisory 
authority. 

The purpose of the rule is to make it possible for national bureau members 
and subscribers to write at an appropriate premium insurance that is yp. 
acceptable to them or to other authorized insurers at standard rates, Ip 
submitting individual risks to the national bureau for (@) rating under this 
rule, companies shall furnish such proof, if any, as is required by the par. 
ticular State statute that the risk is qualified in the State for placement with 
an unauthorized insurer. Companies may find it to their advantage to apply 
this procedure in lieu of the “rates in excess of standard” provision of the 
statutes which requires written application by the insured stating his reasons 
for the requested rate. 

The rule will be effective March 1, 1955 in the following States and territories: 


Alaska Nevada South Dakota 
Arizona New Hampshire Utah 

Idaho? New York Vermont 
Maine North Dakota West Virgina 
Minnesota Oklahoma Wisconsin 
Montana Puerto Rico 

Nebraska South Carolina 


We shall advise when the rule is effective in additional States. 
Yours very truly, 


WILLIAM LESLIE, General Manager. 
ReEPorT OF COMMITTEE To Stupy CoMPANY-SUPPORTED ORGANIZATIONS 


In the previous report of this committee submitted to the annual meeting 
of the association the committee stated that it considered its assignment a long- 
range project and that the committee would, therefore, endeavor te proceed 
in an orderly and careful manner toward its objectives—namely, the coordi- 
nation of efforts, the elimination of overlapping functions, and the effecting of 
economies in the operations of boards and bureaus supported by the companies. 
Since that report the committee has obtained replies to a rather simple form 
of questionnaire and the committee is now in a better position to review the 
functions performed by the various bureaus. Incidentally, the inquiries were 
made in a form designed to develop information that would also be helpful to 
the chairman of the Committee on Employee Benefits for Employees of Company- 
Supported Organizations. 

In its discussions this committee has questioned the advisability or the 
necessity of conducting stamping or auditing bureaus separate from and in- 
dependent of the rating bureau in the same territory. Since making its previous 
report the committee has been informed that the Indiana Audit Bureau at 
Indianapolis has been absorbed by the Indiana Rating Bureau. There now 
remains only one independent audit bureau in the Midwest and in that instance 


2 Unnecessary for bureau to file with State. 
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the committee has been informed that there are substantial difficulties in the 
way of bringing about the change desired by the companies. 

A somewhat similar situation exists in the State of Washington where the 
Washington Insurance Examining Bureau operates independently of the Wash- 

on Surveying and Rating Bureau. Here, again, no move should be made 
without a careful preliminary study of the problem. 

As the members are aware, definite steps have been taken by the interested 
companies to establish one major trade association in the accident and health 
field. This consolidation is the culmination of long negotiations on the part 
of the several associations affected. Although this committee cannot report 
any comparable progress, the committee believes that the members of this as- 
sociation have individually been striving to minimize the number of meetings 
on the part of regional organizations and the committee notes with interest 
that the South-Eastern Underwriters Association and the Western Underwriters 
Association have agreed to have only one meeting a year away from Atlanta or 
Chicago instead of the traditional two a year. 

It is interesting to note that since the previous report of this committee 
the multiple location service office and the national insurance service organ- 
jzation combined to form the new reporting form service office. 

At the annual meeting of this association in May the chairman of the associ- 
ation referred to this committee for study certain recommendations for simplify- 
ing the procedures of fire rating bureaus. In the light of the discussions at 
the meeting in May; the chairman of this committee concluded that the several 
subjects would more properly come within the scope of the operations of the 
Inter-Regional Insurance Conference, a conclusion in which the chairman of the 
Inter-Regional Insurance Conference concurred. Accordingly, the chairman of 
this committee referred these subjects to the chairman of the Inter-Regional 
requesting that he be advised regarding their ultimate disposition. The mem- 
bers may recall that the recommendations were as follows: 

(a) Dispensing with the auditing of dwelling daily reports. 

(b) Statewide extension of dwelling contents coverage. 

(c) The omission of pennies in final premium calculations. 
Consideration by appropriate committees of the Inter-Regional resulted in the 
conclusion that it is far more economical for the necessary work of coding and 
auditing to be done by a central office than for this work to be undertaken by 
the companies individually. In this connection, however, the Inter-Regional 
has recommended as a further economy that the $10,000 amount of insurance 
new regarded as a limit by stamping offices when returning dwelling daily 
reports to agents for correction be increased to $20,000. The Inter-Regional 
has made this recommendation to the regional bodies and independent rating 
organizations. 

It developed that the Inter-Regional Insurance Conference has been consider- 
ing for some time the statewide extension of dwelling contents coverage in order 
to avoid the necessity for the attachment of removal endorsements and the sub- 
ject will be presented to the executive committee of the Inter-Regional at an early 
meeting this fall. 

As to the proposal to omit pennies in final premium calculations, the commit- 
tees of the Inter-Regional concluded that the proposed change would result in 
no substantial saving in expenses. These matters are included for the informa- 
tion of the members and so they will be informed regarding the actions taken. 

You will recall that in our last report your committee stated that the pools 
and syndicates should not come under the purview of the committee. However, 
your committee has been the catalyst in bringing together for discussion cer- 
tain of the pools and syndicates in exploring the possibility of merger, and we 
understand that discussions are in progress. 

As you know, the remaining 10 fire patrols are a large expense item. These 
fire patrols are being dealt with by the National Board of Fire Underwriters and 
I can report to you that at the present time some negotiations are in progress 
which we are hopeful will culminate in the elimination of certain of them. 

In conclusion, the committee reiterates the opinion expressed in a previous 
report, that economies in company-supported organizations can best be accom- 
plished by the individual members of this association working through their 
official representatives serving on the governing committees of the boards and 
bureaus. Your committee, therefore, again recommends that the members ac- 
quaint their departmental officers and other officials of these objectives. 

Respectfully submitted for the committee. 

CLARKE Situ, Chairman. 
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MINUTES OF MEETING OF AMERICAN INSURANCE ASSOCIATION HELD at Horsey 


PIERRE, NEW YORK CITY, ON THURSDAY, SEPTEMBER 15, 1955, aT 10 a.w. 


Attendance: 


Aetna Insurance Group: Robert S. Garvie. 

Aetna Life Affiliated Co.: E. J. Perrin. 

Agricultural Group: R. G. Horr, W. A. Seaver. 

America Fore Insurance Group: Raymond N. Caverly, F. Egan O’Brien, 


Milton W. Mays. 


The American Insurance Group: B. C. Vitt, Bert A. Jochen. 
American Reinsurance Group: Edward L. Mulvehill, M. L. Rouse, H. p 


Witzel. 


American Surety Group: C. H. Hall. 

Atlas Group: C. M. Gallagher, M. James Closs. 

Boston Group: Harold I. Bartlett. 

Buffalo Insurance Co.: Victor T. Ehre. 

Caledonian Group: G. L. Armstrong. 

The Camden Fire Insurance Association: Allen M. Mills. 

Century Group: C. J. Erickson. 

Chubb & Son Group: J. L. Powell, N. Mobley, Sr., A. M. Stevenson. 
ommercial Union-Ocean Group: H. W. Miller, L. 8. Jones. 
mployers’ Group: Frank W. Boyle. 

Fidelity and Deposit Co. of Maryland: John J. Iago. 

Fire Association Group: K. B. Hatch, George V. Whitford. 

Fireman’s Fund Group: James F. Crafts, John H. Dillard, Ellis H. Carson, 

General Accident Group: Edward T. Moynahan, William Bernhard. 

General Reinsurance Group: Edward G. Lowry, Jr., James A. Cathcart, 


Robert L. Braddock. 


Glens Falls Insurance Group: G. D. Mead, F. A. Roberts. 
Great American Group of Insurance Cos.: G. F. Michelbacher, W. 8, 


Newcomb. 


Hanover Group: F. Elmer Sammons. 

Hartford Fire Group: Manning W. Heard, Roland H. Lange, H. C. Davis. 
Home Group: Felix Hargrett, Leonard Peterson. 

Industrial Indemnity Co.: T. G. McGuire. 

London Group: Chris F. Schnier. 

London & Lancashire Group: W. W. Smith. 

Loyalty Group: William R. Rearden. 

Merchants of New York Group: Walter F. Brady, R. O. Meserole. 
Millers National Group: B. T. Overand. 

National of Hartford Group: H. B. Collamore, R. A. Dwyer. 

National Union Group: W. A. Rattelman. 

North British Group: W. L. Nolen, J. L. Magenheimer. 

Northern Group: E. D. Patton, H. C. Stocker. 

Northern of New York Group: Charles H. Conklin, Arthur Vreeland, Jr. 
Norwich Union Group: Everard P. Smith, J. M. Kidd. 

Pacific Fire Insurance Co. Group: A. E. Heacock, S. G. Amerman, C. R. 
Keep. 

The Phoenix-Connecticut Group: John A. North, Philip W. Scheide. 
Phoenix of London Group: J. R Robinson. 

Providence Washington Insurance Group ; George B. Salter. 

Reinsurance Group: Robert G. Clarke, W. W. Cochran. 

Royal Exchange Group: H. C. Pitot. 

Royal-Liverpool Insurance Group: Clarke Smith, H. Clay Johnson, A. ©. 
Seymour. 

The Saint Paul Co., A. B. Jackson, R. M. Hubbs. 

Scottish Union Group: G. 8. Tompkins. 

Security, Conn., Group: Peter J. Berry. 

The Springfield Group of Insurance Companies: S. Dwight Parker. 
Standard Accident Group: L. K. Kirk, Paul Wilson. 

Sun Group: Philip J. Priore, W. M. Kearns. 

Swiss Reinsurance Group: J. K. Battershill, Ernest Brandli. 
Transamerica Group: W. B. Winchell. 

The Travelers Group: Charles P. Jervey, Charles J. Haugh. 

United States Fidelity & Guaranty Group: J. Harry Bibby. 

Yorkshire Group: Horace Crowell, Jr. 


Chairman Manning W. Heard presided. 
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REPORT OF MEMBERSHIP COMMITTEE 


Mr. Parker presented the following report : 

It was a great pleasure for the membership committee to recommend to the 

neral committee the election of the Travelers Group consisting of the Trav- 
elers Indemnity Co., the Travelers Fire Insurance Co., and the Charter Oak 
Fire Insurance Co. The recommendation of the membership committee was 
ynanimously accepted by a mail vote of the general committee and then con- 
firmed by the general committee at its meeting yesterday. Vice President G. B. 
Peterson and Vice President Charles P. Jervey have jointly signed the articles 
of association on behalf of these three companies. 

Mr. Peterson and Mr. Jervey have further indicated in writing that in their 
absence Mr. Haugh would be alternate for Mr. Peterson and Mr. Wareing would 
pe alternate for Mr. Jervey. 

The membership committee was also very pleased to recommend to the gen- 
eral committee the election of the Industrial Indemnity Co. of San Francisco, 
Calif. The general committee gave its approval by a mail vote and then con- 
firmed that action at its meeting yesterday. President T. G. McGuire has signed 
the articles of association on behalf of the Industrial Indemnity Co. and he has 
indicated that he will represent his company personally at our meetings. 

Wituiam EB. McKE Lt, 
First Vice President, American Surety, 
JAMES C. HULLETT, 
President, Hartford Fire. 
KENNETH E. BLACK, 
President, Home. 
J. Harry Breey, 
Executive Vice President, United States Fidelity &€ Guaranty. 
S. DwicHt PARKER, 
President, Springfield, 
Chairman. 


On motion seconded and unanimously carried, the members voted to accept 
the report of the membership committee. Chairman Heard then asked Messrs. 
Charles J. Haugh and Charles P. Jervey of the Travelers Group and Mr. T. G. 
McGuire of the Industrial Indemnity Co. to stand so that the members might 
extend a welcome to them. 

REPORT OF TREASURER 


Mr. Sammons submitted the following report: 

“For the first 8 months of 1955 disbursements amounted to $34,286.29. 

“The bank balance as of August 31, 1955 was $48,678.05. 

“As expenses have been within the budget, it now appears that there will be 
areasonable carryover balance at the end of the year. 

“Following a precedent established by the finance committee last year, your 
treasurer recommends that the new members recently elected be charged only 
for the last quarter of the current year at 44 of the annual membership fee. 

“Respectfully submitted, 
“(Signed) F. EtMer SAMMONS. 

On motion seconded and unanimously carried, the members voted to accept 
the report of the treasurer. 


REPORT OF ATOMIC ENERGY COMMITTEE 


In the absence of Mr. Percy Chubb, chairman of the atomic energy committee 
of the association, Mr. A. B. Jackson read the attached report. 

Chairman Heard then requested Mr. Seymour to report about progress being 
made in the study by the Association of Casualty & Surety Companies. Mr. 
Seymour made the following statement: 

As most of the members know, the Casualty Association has been studying 
the question of third party coverages for privately owned nuclear reactors for 
nearly a year. As the study progressed, it became apparent that the solution 
would involve all segments of the casualty insurance industry. With the ap- 
proval of the association its committee consulted with the mutual casualty 
companies and a joint subcommittee was set up. Recently a report was sub- 
mitted to the Executive Committee of the Casualty Association and was unani- 
mously adopted. In essence, the report recommended that the casualty industry 
put forth a united effort to provide capacity for third party liability coverages. 
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It recommended that two facilities should be established, one stock 
mutual, and that all carriers be invited to participate in one or the o 
quota share basis from the ground up. The facilities would have 
committees which would be responsible for centralized underwriting, 
ing and claims policy, ete., and there would be provision for interreinsuran, 
The general principles of the report were approved by the association oak 
subcommittee is presently carrying the details forward with the mutual dag 
panies. Pending agreement the association has not wanted any publicity given 
to its plans. To summarize, therefore, the following principles have been 
established : 

1. That nuclear reactors are insurable against third party risks; 

2. That the greatest possible capacity should be mobilized ; 

3. That this can best be done by a united industry effort ; 

4. That there should be centralized underwriting, engineering and claims 

control. 

These seem to be the important things to report and we are hopeful that 
agreement on mechanics should follow without too much difficulty. 

Mr. Seymour also commented upon the excellent cooperation given by the 
mutual companies whose thinking, he stated, seems close to that of the capital 
stock companies. 

At the request of Chairman Herd, Mr. Lange commented upon the good prog- 
ress being made by the Factory Insurance Association in the formulation of 
its program. 

Mr. Jackson observed that since the actual requirements for insurance are 
not pressing, it seemed to him that satisfactory progress is being made so far 
as the time requirements are concerned and that a good overall job is being done, 

Chairman Herd then announced his intention to appoint Mr. Charles J, 
Haugh, vice president of the Travelers Group, and Mr. Donald H. Burr, seere. 
tary of the Aetna Casualty & Surety Co., as additional members of the atomie 
energy committee of this association. 

Chairman Herd called to the attention of the members that the problem of 
subrogation would be involved if the fire insurance companies provide protec- 
tion from fallout and contamination. He suggested that the atomic energy 
committee of the association give careful consideration to this problem. 


and one 
ther on a 
their own 
engineer. 


REPORT OF COMMITTEE TO STUDY COMPANY-SUPPORTED ORGANIZATIONS 


Mr. Clarke Smith, chairman of the above committee, presented the attached 
report which was accepted as a report of progress. 


REPORT BY MR. JOHNSON OF A MEETING CALLED BY THE ADMINISTRATOR OF THE 
HOUSING AND HOME FINANCE AGENCY FOR THE PURPOSE OF DISCUSSING THE 
SUBJECT OF FLOOD INSURANCE 


Mr. Johnson’s report is attached. (See general committee minutes attach- 
ment.) 

Following the reading of his report, Mr. Johnson recommended that the 
chairman appoint a committee of this association to prepare a statement of 
the present position of the companies regarding the subject of flood insurance. 
He suggested that if such a paper is prepared, it should be given wide publicity. 

On motion seconded and carried, the members voted to authorize the chair- 
man to appoint a committee to prepare an up-to-date paper setting forth the 
present position of the companies regarding the subject of flood insurance. 

After referring to the study that had been made in 1952 by Insurance Execu- 
tives Association, Chairman Herd announced that, with due recognition of 
the desirability of continuity of service, he would appoint a committee comprised 
of the following individuals to prepare a statement on behalf of the fire in- 
surance companies: J. V. Herd, chairman; Clinton L. Allen, Percy Chubb 24, 
H. Clay Johnson, W. E. Newcomb, Leonard Peterson, A. L, Polley. 


PROBLEMS RELATING TO WINDSTORM RATES 


A member observed that for the past several years the fire insurance com- 
panies have been assuming hazards under the extended coverage endorsement 
at inadequate rates, thereby producing unsatisfactory underwriting results. 
He observed that despite the high loss experience sustained under the extended 
coverage endorsement, the companies have reduced fire insurance rates in 
practically every State, especially with regard to the dwelling class. He added 
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that in most States the insurance departments are reluctant to grant a sufficient 
rate increase for extended cover to produce an underwriting profit. 

He observed that the extended coverage endorsement is always written in 
conjunction with and attached to a fire policy and is considered an indivisible 
contract. Since the insurance policy is considered indivisible as to amount, he 

ed why consideration should not be given to the promulgation of a single 
rate and premium for all dwellings, both protected and unprotected, for 
fire, extended coverage endorsement, and additional extended coverage endorse- 
ment. He pointed out that this would simplify the assembling of statistical 
information and should also finally result in considerable savings in expense. 
He suggested that study of the subject be confined to class-rated properties, 
ving due consideration to the adoption of the $50 mandatory deductible clause 
to apply to windstorm damage. 

On motion seconded and carried, the members voted to ask the secretary to 
refer this subject to the Inter-Regional Insurance Conference for study. 

A member queried whether it was contemplated that this reference would 
carry any specific recommendation with it and the chairman stated that the 
reference would be without recommendation. 

In connection with the discussion of problems relating to windstorm rates, a 
member commented upon progress recently made in the adoption of deductibles. 
He recalled that early this year the Inter-Regional Insurance Conference had 
recommended that wherever possible a mandatory windstorm and hail deduct- 
ible be incorporated in the extended coverage endorsement and where such pro- 
cedure was not possible that an optional deductible be provided with a buyback 
provision at a realistic rate. He suggested that if the members support this view 
that they should press for prompt action. 

The same member expressed the opinion that a new and broader definition of 
catastrophe is needed and he observed that this appears to be a part of the study 
of the profit formula by the National Board of Fire Underwriters. He under- 
stood that the problem is now in the hands of the national board committee on 
statistical data which is a sub-committee of the executive committee of the 
national board. 

The same speaker observed that the rate level adjustment formula (on a 5-year 
basis for fire, and on a 10-year basis for extended cover) was recommended by 
the Inter-Regional Insurance Conference early in 1955. He stated that this 
formula will be revised to include any evaluations of catastrophe as worked out 
by the national board committee on statistical data. 

The same speaker then touched upon the question of broader geographic 
rating areas and expressed the opinion that this subject comes within the 
province of the Inter-Regional Insurance Conference which can act as a 
coordinating medium. 

The members then voted to request chief executives of member companies to 
communicate with their departmental officers serving on the executive commit- 
tees of the regional organizations, looking towards the adoption of the recommen- 
dations made by the Inter-Regional Insurance Conference regarding deductibles. 

The members also voted to refer to the Inter-Regional Insurance Conference, 
for study, the question of broader geographic rating areas. 

Reference was made to the study of windstorm deductibles by a special com- 
mittee of the National Automobile Underwriters Association. This was pre- 
sented simply as a matter of information. 


RATING OF AUTOMOBILE INSURANCE 


A member observed that although both the National Bureau of Casualty 
Underwriters and the National Automobile Underwriters Association have 
special committees considering the general automobile situation, he was of the 
opinion that the situation was not being dealt with effectively. He stated that 
although there were some who urged the merger of the two automobile rating 
organizations, he was inclined to believe that some substantial improvement 
could be effected short of merger of the two organizations. He then outlined a 
number of developments which he thought practical. The secretary was 
requested to circularize these suggestions to the members. 


MERCHANDISE BLOCK POLICIES 


The chairman requested Mr. Peterson to acquaint the members with action 
being taken by the Inter-Regional Insurance Conference to meet the problem 
presented by merchandise block policies. 
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Mr. Peterson stated that the subcommittee of the Inter-Regional Insurance 
Conference has spent a great deal of time over the past several months ip an 
endeavor to bring about in an orderly manner and on the part of the indus 
as a whole the development of a merchandise block insurance contract and ac. 
companying rating plan that would adequately serve the public need and stil] 
do no violence to other insurance coverages and rates as they are presently 
constituted. 

The recommendations of the subcommittee will be considered by the executiye 
committee of the Inter-Regional Insurance Conference on September 21. 

Whatever conclusion may be reached by the executive committee will pe 
submitted with full background information to the chief executives of the cop. 
panies comprising the membership of the Inter-Regional Insurance Conferenee. 


REPORT OF CONFERENCE WITH THE OFFICERS OF THE NATIONAL ASSOCIATION oF 
INSURANCE AGENTS 


Chairman Herd stated that Mr. John C. Stott, chairman, special committee 
on public relations of the National Association of Insurance Agents, requested, 
back in June, a conference with representatives of American Insurance Aggo. 
ciation, and that in compliance with Mr. Stott’s request he had asked Mr. Herg 
and Mr. Newcomb to join him in a conference with the officers of NAIA. The 
chairman then requested Mr. Newcomb to report to the members of the 
association regarding the conference. 

Mr. Newcomb reported that the agents recommended that a central office or 
clearinghouse be established for the dissemination of information on public 
relations and advertising for the benefit of those capital stock insurance repre 
sentatives who, though needing assistance, now have no central place to procure 
information. He stated that the representatives of the agents have made it 
clear that while they would expect that the services of such a clearinghouse 
would be gratis, they would expect that the agent would bear any expense in- 
curred by the use of the material at local level. 

Mr. Newcomb stated that during the conference the question had been raised 
as to what could be done to induce the right kind of young men to enter the 
local agency business. He stated that the consensus of the conferees was that 
this is a matter of paramount importance since any program adopted to bring 
promising young men into the local agency business would insure the future 
of the companies and improve the production system upon which the companies 
depend. 

At the conclusion of his remarks Mr. Newcomb recommended the appointment 
of a committee to consider a coordinated advertising program. 

On motion seconded and carried, the members voted to authorize the chair. 
man to appoint a committee to explore the subject in order to determine whether 
it is feasible to establish a central office or clearinghouse within the frame 
work of some existing organization. 

The chairman then announced the appointment of a committee comprised of 
K. E. Black, Manning W. Heard, J. V. Herd, and William E. Newcomb. 


PROBLEMS PRESENTED BY MASS PRINTING OF POLICIES 


Chairman Heard stated that the general committee at its meeting on the 
previous day had discussed some of the difficulties presented by recent heavy 
demands for new policies. Believing that it might be helpful to establish a 
clearinghouse for interested bureaus to exchange information in connection with 
the ordering of new policies from the various printers, the general committee 
authorized the secretary to offer the services of the association office for this 
purpose. It was hoped that course of action would tend to alleviate delays 


caused by the simultaneous flooding of available printing facilities with orders 
for new policies. 


PROBLEMS RELATING TO MULTIPLE LINE POLICIES 


The chairman stated that a member had proposed a study of problems pre 
sented by the enactment of multiple-line legislation and he requested Mr. 
Michelbacher to comment upon the need for coordination of the requirements of 
the several insurance departments affecting the casualty and surety business 
and the fire insurance business. 

Mr. Michelbacher stated that there are indeed problems presented by diversity 
in procedures, such as examinations of the companies, the determination of re 
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: treatment of overdue premiums, the diversity in fees, and many other 
ne ens prought about by the recognition of indivisible premiums. Mr. 
ustry wjehelbacher added that the problem was not nearly as simple as it might seem 
id ac. be and he therefore recommended that a committee be appointed to explore 
| still the whole subject to see if some reasonable degree of uniformity can be achieved. 
ently Qn motion seconded and carried, the members voted to authorize the chairman 


appoint a committee to consider the problems resulting from the adoption of 
multiple-line legislation. 


ENHANCEMENT OF THE USEFULNESS OF THIS ASSOCIATION 


Chairman Heard stated that at the meeting of the general committee on the 
previous day consideration had been given as to ways and means of enhancing 
the usefulness of this association and that the members of the general commit- 




















































™ tee had unanimously agreed to authorize the chairman to appoint a committee to 
study the subject. , - 
mittee Following a brief discussion of the proposal, the chairman announced the 
ested, appointment of a committee comprised of the Firemen’s Fund Group, Hartford 
Asso- Fire Group, the Travelers Group, and the Royal-Liverpool Insurance Group. 
Herd 
The pROPOSAL UNDER STUDY BY THE TEXAS INSURANCE ADVISORY ASSOCIATION THAT 
f the DWELLING RATES BE HANDLED ON POLICY AMOUNT BASIS 
fice or Reference was made to the study by the Texas Insurance Advisory Association 
public on dwelling rates. This is a new conception of a rating plan for dwellings, 
repre pased on graduated amounts of insurance. Proponents of the plan contend that 
rocure graduated rates based upon values will improve the present situation in Texas, 
ade it which is considered unsatisfactory. A member discussed the subject briefly and 
chouse urged that the members post themselves regarding the proposal. 
ase i STUDY OF EXPOSURES 
raised Chairman Heard reminded the members that there had been a previous dis- 
ter the cussion at the annual meeting regarding catastrophe potentials. He reminded 
as that the members that a special committee that had been appointed to consider this 
> bring subject had been discharged. He stated, however, that a request had been made 
future that further consideration be given to the subject and he therefore proposed 
panies that the subject be referred to the special committee appointed to study flood 
damage. 
ntment On motion seconded and carried, the members voted to refer the study of 
ae exposures to the committee now considering the study of flood damage. 
vhether AUTOMOBILE COMPULSORY INSURANCE 
frame 
Chairman Heard stated that the situation in New York State was receiving 
rised of } the most careful consideration by the Association of Casualty & Surety Cos., 
and he expressed the opinion that a special committee of that organization 
had made substantial progress. He regretted that he was not in a position to 
make a more illuminating statement at this time, but he thought that substantial 
on the good would come out of recent conferences. 
oo COORDINATION OF STUDIES WITHIN THE INDUSTRY IN THE DEVELOPMENT AND USE 
‘on with OF ELECTRONIC DEVICES FOR STATISTICAL AND TABULATING PURPOSES 
mittee Reference was made to the consideration of this subject at the previous meet- 
for this ing, when the secretary was authorized to communicate with some of the ac- 
> delays | countants’ organizations for the purpose of offering the facilities of this 
h orders organization if those facilities could be useful in coordinating the several studies 
within the industry. The secretary stated that as he had offered the facilities 
of this association, he assumed that they would be used if the accountants’ 
associations believe that this association can be helpful. 
pms pre- 
sted Mr. AUTOMOBILE COMPULSORY INSURANCE 
— A member requested the priviledge of the floor to urge that the insurance in- 
dustry take a new look at the entire subject of automobile compulsory insur- 
diversity anee. He observed that the industry had had no demonstrable success in 





on of converting the public to the point of view of the insurance business. He 
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suggested that the industry would do well to consider a redefinition of 

of its terms which seem to have no meaning and little significance outside of 
industry itself. He stated that although a great deal of time had been on 
to the formulation of a satisfactory program, it was frustrating to have to to 
that the business as yet has no constructive program to offer. He stated tha: 
while he had no definite program to offer, he earnestly advocated a cooli : 
period while consideration is given to a new approach to the solution of 
vexatious problem. He then advocated that a bipartisan policy be followeg in ; 
endeavor to find a satisfactory solution. m 


RATING OF AUTOMOBILE BUSINESS 


Reverting to the subject of automobile rating, a member propo 
sideration be given to the formation of a single epantantion for veteaenil 
mobile business. 

On motion seconded and carried, the members voted to authorize the chair. 
man to appoint a committee to study the feasibility of a merger of the two 
automobile rating organizations and to report its findings to this organization, 


REPORT OF COMMITTEE TO PRESENT RESOLUTION ON DEATH OF MR. JOSEPH F 
MATTHAI : 


The chairman stated that he had requested Mr. Mead and Mr. Carson to 
present to the members of the association a memorial resolution for Mr. Matthai 
whose death occurred on May 24, 1955. 

Mr. Mead read the following memorial : 


In Memoriam Joseph F. Matthai, 1889-1955 


In the death of Joseph F. Matthai on May 24 the American Insurance As. 
sociation and indeed the entire insurance industry incurred a grievous loss, 

Mr. Matthai, an alumnus of Cornell University, started his insurance career 
as a safety engineer. Except for 2 years in World War I, he served the US. 
Fidelity & Guaranty Co. since 1915. Shortly before his death he attained the 
position of chairman of the board of directors of his company. 

Mr. Matthai contributed much to the several organizations of which the U8. 
Fidelity & Guaranty Co. was a member. He was president of the Association 
of Casualty & Surety Cos. from 1950 to 1952. He had been a member of the 
Interim Committee of Insurance Executives Association, and a member of the 
Executive Committee of the National Board of Fire Underwriters. During 
1948 and 1949 he was a director of the U.S. Chamber of Commerce, represent- 
ing the insurance industry. 

As one of the foremost citizens of Baltimore, Mr. Matthai served on numerous 
State and civic commissions. He was a director of the Fidelity Baltimore 
National Bank & Trust Co. and of the Savings Bank of Baltimore. He was 
a stanch supporter of his church. Above all other interests, he was devoted 
to his family. 

The members of this association are specially mindful and appreciative of the 
prominent part which Mr. Matthai had in its formative stages and in the first 
year of its operation. His counsel and influence were of inestimable value. 

He commanded the respect and admiration of all who knew him and the 
deep affection of his many friends. 

Mr. Mead then moved that the memorial be recorded, with a copy sent to the 
family of Mr. Matthai, and a copy to the U.S. Fidelity & Guaranty Co. The 
chairman called upon the members to take action on this resolution by a stand- 
ing vote. 

On behalf of the U.S. Fidelity & Guaranty Co., Mr. Bibby expressed apprecia- 
tion of the deserved tribute paid to his late associate. 


DATE OF NEXT MEETING AND DATE OF ANNUAL MEETING 


The chairman stated that the next meeting would be held on Thursday, 
January 12, 1956, and that the annual meeting would be held at the Claridge 
Hotel in Atlantic City, N.J., on Tuesday, May 1, and Wednesday, May 2, 1956. 

Adjournment. 

J. D. ERSKINE, 
Secretary. 
JOHN F. NEVILLE, 
Associate Secretary. 
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ROYAL-LIVERPOOL INSURANCE GROUP, 
New York, N.Y., September 23, 1955. 


AMERICAN INSURANCE ASSOCIATION ADVISORY ORGANIZATION STATUS 


Messrs. HALE ANDERSON, Jr. 
J. Harry Cross. 
HucH HaRsison. 
H. G. ROLEKE. 


GENTLEMEN; In accordance with my letter of September 18, I presented to 
the General Committee of A.I.A. at its meeting held on September 19 the supple- 
mental report that was enclosed with my letter which evoked considerable dis- 
eussion lasting well over an hour, again centering on the question of whether 
ALA. should, as a legal precaution, become an “advisory organization.” As you 
know, the basic cleavage is between the companies who are members of the 
National Bureau of Casualty Underwriters and those who are not, the former 
not wishing to place the A.I.A. in a position where it can dictate to the National 
Bureau. Additionally, the general committee seemed reluctant to present the 
subject to the membership since that would require a very full ventilation of the 
pros and cons (none of the discussion at the Skytop meeting in May was reported 
to the membership). 

Accordingly, it was my suggestion to the general committee that the supple- 
mental report of the committee of lawyers be “accepted” and that the general 
committee then adopt the following resolution : 

“Resolved, That the resolution adopted by the membership on September 14, 
1956 (in connection with the report of the committee to consider ways and 
means of enhancing the usefulness of this association) shall be construed as 
intending that A.I.A. may from time to time make recommendations to other 
insurance organizations that problems affecting the welfare of the business be 
the subject of consideration and study, but that no recommendations be made 
for specific action on problems relating to rates, forms, or coverage.” 

I stated to the general committee that, in my opinion, this construction by the 
general committee of the membership resolution would be sufficient to prevent 
any opposite interpretation and to prevent any gradual assumption of “advisory 
organization’’ functions, especially since the general committee is the steering 
apparatus for the entire organization and since all action by the A.I.A. must 
originate there. It seemed to be unnecessary that the membership be asked to 
concur in this interpretation which is entirely consistent with the present articles. 
The general committee thereupon adopted the suggested resolution by unanimous 
vote. 

Ihope you will concur in the action which was taken. 

Yours very truly, 
H. Cray JOHNSON, 
Chairman, Committee of Lawyers. 


MEMORANDUM OF MEETING OF ComM™MiITTEE To Stupy PROBLEMS PRESENTED BY 
MULTIPLE-LINE OPERATIONS, Hetp at LAWYERS CLUB IN NEw York CrTy on 
TUESDAY, JANUARY 31, 1956 


Present : 
American Surety Group, Mr. C. H. Hall. 
Employers’ Group, Mr. Frank W. Boyle. 
General Accident Group, Mr. D. M. Pruitt. 
Great American Group of Insurance Cos., Mr. Ralph W. Lester. 
Phoenix of London Group, Mr. W. ©. Harris. 
The Travelers Group, Mr. Seymour BD. Smith. 
J.D. Erskine, secretary. 
The Glens Falls Insurance Group was not represented. 


The secretary, who called the meeting to order, stated that the chairman 
of the association had suggested that the committee elect its own chairman 
and, in response to his request for nominations, the name of Mr. Lester was 
proposed. Mr. Lester consented to serve as chairman pro tempore and was 
elected with that understanding. 

The secretary reviewed some of the discussions at early meetings of the 
association, which ultimately led to adoption of a resolution authorizing the 
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chairman of the association to appoint a committee to consider problems 
resulting from the adoption of multiple line legislation. 

Mr. Lester commented upon several of the problems. In the discussion of 
the subjects touched upon by Mr. Lester, the members of the committee cOn- 
cluded that the principal problem presented by multiple-line operations js the 
eonfusion arising from overlapping rating jurisdictions dealing, in the main 
with comprehensive policies. The committee were of the opinion that an 
earnest attempt should be made to integrate the rating procedure before the 
business makes any approach to the State supervisory departments ip an 
endeavor to improve the situation respecting preparation of company state 
ments, the computation of reserves, the matter of taxation, and other genera} 
problems of similar nature. During these discussions reference was made to 
schedule P in the statement blank and the conclusion was that it would be 
well to lay off that subject for the present. 

The consensus was that there seems to be a continuing and permanent 
need for both divisible premiums and indivisible premiums. The observation 
was made that the business has accepted the theory of indivisible premiums, 
It, therefore, seemed to the committee that the first and major objective shoulg 
be a studied move to bring the two competing organizations, the Multiple 
Peril Insurance Rating Organization and the Interbureau Insurance Advisory 
Group, into one organization, regardless whether the consolidated organization 
served as an advisory or rating organization. Reference was made to the 
confusion resulting from separate recommendations by the two organizations 
regarding allocation of premiums for tax purposes. 

Reference was also made to the fact that the adoption of a commercial block 
policy and the various types of dealers’ policies might warrant the future study 
of the committee. 

It was suggested that the committee might also want to give consideration 
to the methods employed for the compilation of statistics relating to compre 
hensive policies and, somewhat in this connection, reference was made to con- 
sideration being given to one service organization for the preparation of forms 
employed in writing comprehensive policies. 

Reference was made to various procedures employed by the bureaus in 
making assessments. The committee concluded that while consideration of this 


subject could be deferred for the present, nevertheless it was a matter that | 


should be kept in mind. 

Reference was made to the recommendatiton by the Western Underwriters 
Association that consideration be given to the formation of an advisory organ- 
ization, national in scope and embracing all segments of the business (other than 


life) to deal with those classes of business which are susceptible to the pack. | 


aging of perils and covers. It was remarked that American Insurance Asso 
ciation, at its meeting on January 12, had referred the recommendation of the 
Western Underwriters Association to a committee studying the operations of 
company-supported organizations. 

The consensus was that a climate is developing so that there appears to bea 


reasonably good prospect of restoring order in the business through the con- | 





solidation of the Multiple Peril Insurance Rating Organization and the Inter. | 


bureau Insurance Advisory Group. While the committee was willing to under- 
take a study to determine whether views hitherto conflicting can now be recon- 
ciled, the committee did not want to proceed in such an endeavor until assured 
that the subject would properly come within the scope of its considerations. The 
committee was therefore disposed to ascertain the sentiment of the chairman of 
the committee studying company-supported organizations and the chairman 


of the American Insurance Association. While recognizing that there are many | 


other problems which might engage the future attention of this committee, the 
members were, nevertheless, unanimously agreed that the most pressing problem 
is the one presented by the confusion arising from overlapping and competing 
organizations in the fire field, and until that problem is solved the committee 
sees little advantage to be gained through dealing with the numerous lesser 
problems. 

It was agreed that the members of the committee individually sound out the 
sentiment of their associates in the two organizations referred to above and 
that the Secretary discuss the subject with the chairman of the committee on 
company-supported organizations and the chairman of the association. 


J.D.E. 


MINT 
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blemg | pywuTES OF MEETING OF AMERICAN INSURANCE ASSOCIATION HELD AT THE HOTEL 
PrerRE, New York, N.Y., oN Fripay, SEPTEMBER 14, 1956, aT 10 A.M. 


ion of | , 
ttendance : 
ra Aetna Insurance Group: Robert S. Garvie. 
mat e Aetna Life Affiliated Companies : Guy E. Mann, Olaf Nordeng. 
‘at - Agricultural Group: K. E. Chapman, W. A. Seaver. 


re th America Fore Insurance Group: J. V. Herd, M. W. Mays. 
a The American Insurance Group: Bert A. Jochen. 


a | a ior Re-Insurance Co.: Edward L. Mulvehill, M. L. Rouse, H. F. 
‘ itzel. 
sant American Surety Group: W. E. McKell, R. E. Brown. 
ald be Atlas Group: M. James Closs. 
Boston Group: Cyril S. Hart, Harold I. Bartlett. 
nanent Buffalo Insurance Group: Victor T. Ehre. 
vation Caledonian Group: RB. T. Sweeney. b 
miums The Camden Fire Insurance Association: B. Truscott. 
should Century Group: R. H. Gwyn. ( 
[ultiple ees & Son Group: Percy Chubb 2d, Junius L. Powell, Archie M. 
: evenson. 
ae Commercial Union-Ocean Group: H. W. Miller. 
to the Crum & Forester Group: William C. Ridgway, Jr., Alexander L. Ross. 
zations Employers’ Group: Frank W. Boyle. 
Fidelity & Deposit Co. of Maryland Group: John J. Iago. 
11 block Fire Association Group: George V. Whitford. 
e study Fireman’s Fund Group: James F. Crafts, John H. Dillard. 
General Accident Group: William Bernhard. 
eration General Reinsurance Corp.: James A. Catheart, Robert L. Braddock. 
compre. Glens Falls Insurance Group: Robert P. Crawford, Frank A. Roberts. 
to con: | Great American Group of Insurance Companies: W. E. Newcomb, W. J. 
f forms Ahearn, C. M. Close. 
Hanover Group: F. Elmer Sammons, James L. Dorris. 
paus in Hartford Fire Group: Manning W. Heard, Roland H. Lange, H. C. 
of this Davis. i. ' ae 
er that | Home Group: Kenneth BE. Black, Felix Hargrett, Leonard Peterson. 
London Group: R. Dadd. 
rwriters London & Lancashire Group: W. W. Smith, Carl Nelson. 
r organ Loyalty Group: William B. Rearden, Walter J. Christensen. 
er than | Maryland Casualty Co.: F. John Barclay. 
1e pack. | Merchants of New York Group: Walter F. Brady. 
"e Asso Millers National Group: B. 'T. Overand. 
n of the J.A.MunroGroup: J. A. Munro. 
tions of National Union Group: Robert F. Miller. 
New Amsterdam Group: Carlos C. Boaz. 
to bea North British Group: John L. Magenheimer. 
the con- | Northern Group: Earl D. Patton, H. C. Stocker. 
e Inter- Northern of New York Group: Charles H. Conklin. 
O under- Norwich Union Group: J. M. Hutch. 
Ye recon- Pacific Fire Insurance Co. Group: <A. E. Heacock, 8S. G. Amerman, C. R. 
assured Keep. 
ns. The Pearl American Group: V. L. Gallagher, A. T. Chisholm. 
rman of The Phoenix-Connecticut Group: John A. North, Philip W. Scheide. 
hairman Phoenix of London Group: J. R. Robinson. 
re many Providence Washington Insurance Group: Roy PB. Carr. 
ttee, the | Reinsurance Group: William W. Cochran. 
problem Royal Exchange Group: A. C, Miles. 
ompeting Royal-Liverpool Insurance Group: Clarke Smith, H. Clay Johnson, F. B. 
ym mittee Zeller. 
us lesser The Saint Paul Companies: A. B. Jackson, R. M. Hubbs. 
Scottish-American Group: John Newlands. 
1 out the Security, Conn., Group: P. J. Berry. 
bove and The Springfield Group of Insurance Companies: 8S. Dwight Parker, 
nittee on Wilfred G. Howland. 
Standard Accident Group: L. K. Kirk. 
IDE. Sun Group: Philip J. Priore, W. M. Kearns. 


Swiss Reinsurance Group: Ernest Brandli. 
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Transamerica Group: T. A. Long. 
The Travelers Group: Charles J. Haugh, Charles P. Jervey, 1, M 
Baldwin. ; 
United States Fidelity & Guaranty Group: Frank F. Dorsey. 
Yorkshire Group: Alan O. Robinson, H. Crowell, Jr. 
Also 
American Insurance Association: J. D. Erskine, Secretary; John p 
Neville, Associate Secretary. ; 


Chairman Manning W. Heard presided. 


ROLLCALL 


The rollcall was dispensed with and the members were asked to sign cards 
indicating their presence. 


REPORT OF MEETING OF GENERAL COMMITTEE HELD SEPTEMBER 18, 1956 


Group insurance plan for employees of American Insurance Association— 
The chairman stated that the general committee was informed that the en. 
ployees of this association are presently covered under a group insurance plan, 
with benefits consistent with and at a level of those suggested by American 
Insurance Association in the memorandum of February 23, 1955, for employees 
of company-supported organizations. 

Report of committee on financing.—The chairman stated that the genera] 
committee at its meeting the previous day accepted a report of the committee 
on financing. This report will be submitted to the members later on in the 
morning. 

Request of American Association of University Teachers of Insurance—The 
chairman stated that the general committee was informed of the request of 
AAUTI for cooperation of its desire to receive any publications which American 
Insurance Association releases. The staff has been handling this matter in a 
manner satisfactory to the general committee and will cooperate with AAUTI, 
as requested, in every way consistent with practices and policies of this 
association. 

Relations with American Management Association.—The chairman stated 
that it had been brought to the attention of the general committee that the repre- 
sentatives of the mutuals are very active in the work and at the meetings of 
American Management Association and that, conversely, the activity of the 
stock companies suffered by comparison. 

The opinion was expressed that only very well-qualified persons should at- 
tempt to participate in the panels which are part of the meetings of American 
Management Association, because the group, as a whole, is interested in specific 
technical problems of the business and answers containing only broad general 
principles will not satisfy them. There was general agreement that more in- 
terest in the meetings of American Management Association should be shown 
by the stock insurance industry, but that it was basically an individual con- 
pany matter. 

In this general connection a member pointed out that the meetings of Na- 
tional Industrial Conference Board were very valuable and that any chief 
executive of the stock insurance industry would find the meetings profitable 
and should accept tn invitation if one is proffered. At meetings of National 
Industrial Conference Board, there is an opportunity to meet with top level 
business executives in various lines of endeavor, and the meetings are small 
enough to afford all an opportunity for profitable and close contact. 

Authorization of appointment of committee on direct-writing activities of 
Lloyd’s and other unauthorized insurers.—The chairman stated that there has 
been a committee of the National Board of Fire Underwriters for some time past 
which has been interested in the direct writings of Lloyd’s and other insurers. 
It has been recommended that this work should be augmented by a committee 
of AIA which could provide broader representation to various interests in the 
business such as fidelity, casualty, and marine companies, as well as fire com- 
panies. The general committee authorized the chairman to appoint such a 
committee. 

Committee to study impact of inflation on rate levels—The chairman stated 
that the opinion was expressed to the general committee that inflationary pres 
sures were affecting rate levels and the general committee authorized the chair- 
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man to appoint a committee to study the problem. It was requested that the 
committee when appointed be instructed to report to the general com- 
mittee at the call of the chairman. 

Reports of committees——The chairman stated that the general committee 
received reports from various committees, and the chairmen of each will make 
q similar report to the membership at this meeting. These committees include: 

Committee on Atomic Energy. 

Committee on Employee Benefits for Employees of Company-Supported 
Organizations. 

Committee for Expense Study of Company-Supported Organizations. 

Committee to Confer with Agents Regarding a Comprehensive and Inte- 
grated Advertising Program. 

Committee to Study Rating of Automobile Business. 

Committee on Floods and Flood Damage. 

Committee to Consider Ways and Means of Enhancing the Usefulness of 
this Association. 

Committee to Explore Ways and Means of Attracting College Graduates 
to the Insurance Business. 


NEXT REGULAR MEETING OF ASSOCIATION 


The chairman stated that the next meeting of the association will be held in 
New York on January 9, 1957. 


REPORT OF TREASURER 


The Treasurer, Mr. F. Elmer Sammons, read a report of the auditors, Joseph 
Froggatt & Co., Inc., dated September 11, 1956, covering 8 months ended August 
31, 1956. This interim audit showed net assets as of December 31, 1955, of 
$15,691.33 and income from assessments of $115,000, making a total of 
$130,691.33. The total disbursements from January 1, through August 31, 1956, 
amounted to $88,194.48, resulting in net assets as of August 31, 1956, in the 
amount of $42,496.85. The treasurer invited any member to examine the audit, 
or to request a copy of it. 

On motion seconded and unanimously carried, the members voted to accept 
the interim report of the auditors. The interim audit is attached to and made 
apart of these proceedings. 


REPORT OF COMMITTEE ON FINANCING 


The chairman requested Mr. F. Elmer Sammons, chairman of this committee, 
to make a report. Mr. Sammons read a report dated August 31, 1956, as 
amended, which had been accepted by the general committee. 

On motion seconded and unanimously carried, the members voted to accept 
the report of the finance committee. 

The report is attached to and made a part of these proceedings. 


REPORT OF CHAIRMAN OF ATOMIC ENERGY COM MITTEE 


Mr. Percy Chubb, 2d, chairman, reported that the two associations, Nuclear 
Energy Property Insurance Association and the Nuclear Energy Liability In- 
surance Association had been organized with present capacities af approxi- 
mately 31 and 39 million net retention, respectively, and were presently 
functioning. 

It has been reported that while the casualty pool has not as yet accepted any 
risk, the property pool has already bound or quoted on approximately 13 risks. 

He stated that legislation providing Government indemnity to the atomic 
energy industry for public liability in cases where the requirements exceed the 
total capacity of the commercial insurance market, had not passed in the last 
Oongress. However, it was expected that similar legislation would be intro- 
duced in the next. It was his opinion that the industry could have lived with 
the legislation as proposed this year. The legislative situation was going to be 
carefully watched and the committee would proceed as it had heretofore been 
authorized by the association. 

Mr. Chubb’s full report is attached hereto and made a part of these pro- 
ceedings. 
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Mr. Haugh gave a short report on the progress of the casualty pool stating 
that there were some difficulties still to be ironed out but that on the whole the 
matter appeared to be proceeding satisfactorily. Applications can now be re 
ceived but details of coverage are not yet definite. There is presently in Progress 
a series of joint conferences between the mutual and stock pools looking towards 
a program of dovetailing coverages. It is hoped that by December 1 there wiy 
be a definite program and the further expectation that by December the casualty 
pool will be able to issue binders and have information as to rates. The rates 
to be charged will be based on underwriting judgment for some time to come, 

It was observed that if the premiums are too high there will be a tendency 
for the prospective insureds to gravitate toward Washington to ask for help, 
but on the other hand rates which are too low could have serious consequenegs 
for the industry. One of the largest fields yet remaining undetermined, ag to 
amount of coverage available, was that of reinsurance. It was also expected 
that this matter would be resolved before long. 

Mr. Black reported on the progress being made by the physical damage poo} 
and indicated that one risk has already been bound and authorization to bing 
several others has been given. Mr. Black indicated his belief that real progress 
had been made in the property pool and more would be made soon. 

The question was discussed of providing coverage of either or both of thege 
pools to risks located in Canada. Mr. Black stated that while the property poo} 
is presently limited to risks located in the United States, he sees no particular 
obstacle in extending the jurisdiction to cover Canadian interests. 

Mr. Haugh stated that the liability syndicate will do business in Canada ang 
already is negotiating with one risk in Michigan which has an affiliate ip 
Canada, which is being contemplated in the coverage. Both the property and 
casualty syndicates have been invited to participate in the British pool. 


REPORT OF COMMITTEE ON EMPLOYEE BENEFITS FOR EMPLOYEES OF COMPANY- 
SUPPORTED ORGANIZATIONS 


The chairman of this committee, Mr. J. V. Herd, made a brief verbal report 
in which he stated that the objective of the committee, to achieve uniformity in 
the employee benefit coverages for employees of boards and bureaus, seemed to 
be well on the road to success. 

The office of the association is receiving routine questions which are presently 
being answered in connection with the AIA suggested program. 


REPORT OF COMMITTEE FOR EXPENSE STUDY OF COMPANY-SUPPORTED ORGANIZATIONS 


Chairman Herd called upon the chairman of this committee for a report. 
Mr. Clarke Smith, the chairman, read a report which is attached hereto and 


made a part of these proceedings. The chairman requested a copy of this report 
be sent to the membership. 


REPORT OF COMMITTEE TO CONFER WITH AGENTS REGARDING A COMPREHENSIVE AND 
INTEGRATED ADVERTISING PROGRAM 


Chairman Herd called upon Mr. Newcomb, chairman of this committee, for 
a report. Mr. Newcomb stated that his report was informal and had not been 
discussed with the other members of his committee. It was his opinion that 
the work of this committee was presently on dead center and for this reason he 
desired to hear an expression from the membership as to the direction the work 
should take in the future. 

Mr. Newcomb gave a brief résumé of the meetings which had been held with 
the representatives of the National Association of Insurance Agents and out- 
lined the agents’ request that the companies set up, either in some existing 
organization, or in a new one formed for that purpose, a clearing house for 
the dissemination of advertising and public relations material to the agents 
countrywide. While the cost of this operation, if adopted, was contemplated to 
be borne by the companies, it was made clear that the agents would expect 
to pay for any local advertising done with copy or mats received from such 
a clearing house. In addition to this the agents’ representatives stated their 
hope that there would be an integrated program of national advertising. 

Further developing background, Mr. Newcomb adverted to the questionnaire 
which NAIA had disseminated, last July to agency stock, fire, and casualty 
companies requesting information about public relations and advertising. He 
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noted that unofficial results of the questionnaire indicated that some of the 
member companies of American Insurance Association had stated, in lieu of 

ering the questionnaire, that they were waiting for the results of studies 
peing undertaken by this committee before coming to any conclusion in regard 
to the subject matter of the questionnaire. 

Chairman Newcomb stated that it was his feeling that the agents believe 
that this association should take the initiative in this matter and we all know 
that that has not happened and is not likely to occur. It hardly seemed profit- 
able to Mr. Newcomb to suggest further meetings with the agents unless and 
yotil there is some indication of the feeling of American Insurance Association 
in connection with the general subject being discussed with the producers. 

Mr. Newcomb’s presentation stimulated considerable discussion. The mem- 
pers seemed to feel that any program which might be entered into by the com- 
panies of either providing a so-called clearing house or having an industrywide 
national advertising program would be a matter of great expense and for that 
reason, among Others, there was little enthusiasm for the agents’ proposals. 

Mr. Newcomb pointed out that the National Board of Fire Underwriters 
and the Association of Casualty and Surety Companies were presently con- 
ferring on the possibility of an integrated program of public relations. How- 
ever, no definite conclusion has as yet been reached on this suggested 
jnterassociation program. 

A member adverted to the fact that although many companies at present 
provide advertising material, comparatively little of it is used by the agents. 
Another member indicated that he was not satisfied that the agents had suffi- 
cient knowledge of their needs to make a request such as was made in connection 
with the clearing house. It was this member’s position that the agents should 
have a survey to see what was wrong with their merchandising methods in 
order to be able to discuss the problem intelligently. 

It seemed to be the consensus that American Insurance Association was not 
prepared at this time to take any position in connection with this subject. 

After discusion, the chairman declared that the committee would not be 
discharged at this time. 


REPORT OF COMMITTEE TO STUDY RATING OF AUTOMOBILE BUSINESS 


The chairman requested Mr. J. V. Herd, the chairman, to make an oral report 
of the committee’s work. Chairman Herd stated that each member company 
had been invited, subsequent to Atlantic City meeting last May, to submit its 
views on the feasibility of a single organization for the rating of automobile 
business. Since that time 12 of our members have complied. The chairman 
expressed his appreciation for the frank expression of opinion which was set 
forth and stated that the committee would be pleased to hear from any other 
members who have not as yet expressed themselves. The chairman stated that 
the committee plans to continue its work and he hopes to have some recommen- 
dations by the time of the next meeting of the association. 


COMMITTEE ON FLOODS AND FLOOD DAMAGE 


An oral report was made by the chairman of this committee, Mr. J’. V. Herd, 
who brought the members of the association up to date on events subsequent 
to the enactment of the “Federal Flood Insurance Act of 1956” which was signed 
into law by the President on August 7. 

As requested by the AIA Committee on Floods and Flood Damage, Messrs. 
J. V. Herd, H. Clay Johnson, and J. Raymond Berry attended a meeting on 
August 21, in Washington, D.C., called by Mr. Frank J. Meistrell, the Acting 
Administrator of the Housing and Home Finance Agency (who is very likely 
to be named commissioner of the flood program). These gentlemen repre- 
sented American Insurance Association, National Board of Fire Underwriters 
and Factory Insurance Association. Some other organizations represented at 
the meeting were American Mutual Alliance, National Association of Inde- 
pendent Insurers, Associated Factory Mutuals, and the American Reciprocal 
Association. 

During the course of the meeting, the question of the composition of the 
advisory committee, which is provided for under the law, was discussed, and 
it was suggested that the three stock company organizations represented should 
have, in the aggregate, five representatives on the advisory committee. It was 
further suggested that the other organizations mentioned above have one mem- 
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ber each on the committee. Many groups are attempting to be represented op 
the advisory committee. These include such disparate groups as labor uni 
the council of Governors, and the National Association of Insurance Conamaie’ 
sioners, among others. Mr. Herd stated that the stock company nominations for 
service on this committee were dispatched immediately upon his return to New 
York and he expected to be informed in the near future that the committee had 
been appointed. 

The opinion was expressed that close liaison outside of the advisory com. 
mittee should be maintained with producers and that steps were being 
to arrange a meeting with the producers and members of AIA Flood Com. 
mittee within the near future. 

Mr. Herd indicated that both he and Mr. Meistrell were concerned with the 
possibility of a major flood occurring between the date of the passage of the 
law, August 7, 1956, and the date when flood cover could be made available 
The Housing and Home Finance Agency and the insurance industry doubtless 
would be subject to criticism in the event this occurred, even though such 
criticism might be unwarranted. This points up the urgency inherent in the 
situation and the necessity of having the program developed forthwith. 

This urgency may require the use of a binder providing for a temporary rate 
large enough to discourage those who are really not interested, with the option 
for pro rata cancellation in case the final rate and cover, as promulgated, prove 
to be unacceptable to the applicant. No final determination on this point has 
been made. 

Mr. Meistrell, at the suggestion of the stock insurance representatives, hag 
indicated that the direct insurance program was to be given precedence over 
reinsurance. Further breaking down the direct insurance program, it hag been 
indicated that protection for the homeowner, sma]l mercantiles, and for in. 
dustrial properties, in that order, was to be the first order of business. 

Mention was made of the assistance of Mr. J. Raymond Berry, general coun- 
sel of the National Board of Fire Underwriters, in these developments. His 
services in connection with the development of the flood program are especially 
valuable because the law contemplates State contribution to the subsidy in 
about 3 years and this participation will require the passage of some State 
legislation. 

It was pointed out that the distribution of the flood contracts would prob- 
ably be patterned after the plan used in the war damage program. One of the 
members of the committee inquired as to whether any exploration had been 
made as to the advisability of using either a presently existing or a new asgo- 
ciation to handle the program. It was the opinion of Mr. Herd that it would be 
more advantageous to follow the pattern used in war damage. 


REPORT OF COMMITTEE TO CONSIDER WAYS AND MEANS OF ENHANCING THE 
USEFULNESS OF THIS ASSOCIATION 


Chairman Herd requested the chairman of this committee to present his 
report. Mr. Crafts made a verbal report giving the background of the reasons 
for the appointment of the committee about a year ago. He stated that there 
were those in the membership who believed that it was time for American 
Insurance Association to take a more definite form and thereby be in a posi- 
tion to have more influence than was possible under the forum type of organi- 
zation which now exists. 

He stated that in discussing the matter with the general committee there 


had been some suggestion of a questionnaire, the purpose of which would be to | 


elicit from the membership an expression as to the type of organization they 
desired. The general committee had requested that before any such question- 
naire was submitted to the members of the association that it be brought before 
the general committee for discussion. 

Such a questionnaire was discussed with the general committee and con- 
siderable time was spent on the form and meaning of each question in it. After 
several hours of discussion, it was apparent that no unanimity of thinking was 
possible on the questionnaire, as such, and it was determined that it should 
not be sent to the membership at this time. 

However, a compromise was reached and the resulting statement will be 
placed before the membership for its consideration. 

It was duly moved, seconded, and carried that the following resolution which 
has heretofore been approved by the general committee be adopted by the 
membership : 
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As the association of senior executives in the fire, casualty, marine, fidelity, 
and surety fields, American Insurance Association may consider any matter of 
affecting the welfare of the business, and arrange for communication 
channels so that other industry organizations will be apprised of its recommen- 


dations. 


COMMITTEE TO EXPLORE WAYS AND MEANS OF ATTRACTING COLLEGE GRADUATES TO 
THE INSURANCE BUSINESS 


Chairman Herd requested Mr. Jochen, the chairman of this committee, to 
make its report. Mr. Jochen read a report which was written as a result of a 
meeting of this committee held on September 5, 1956, copy of which is attached 
to these minutes and made a part hereof. The chairman requested the secre- 
tary to send a copy of the report to the membership. 





EARTHQUAKE ENDORSEMENT—DWELLINGS 


Reference was made to the letter of Inter-Regional Insurance Conference 
dated January 20, 1956, which recommended that an earthquake or volcanic 
eruption endorsement applicable to dwelling property be adopted for use only 
on private dwelling property written on a fire and extended coverage basis or 
gnder the dwelling building(s) and contents—broad form or the dwelling build- 
ing(s) special form. 

One of the members stated that this matter had caused considerable discussion 
at the spring 1956 meeting of the South-Eastern Underwriters Association at 
Hot Springs, Va. He opined that in a decade it might turn out to be an ex- 
tremely important subject although at the moment there may be those who 
believe it is not of great importance. 

For some time past in the Pacific coast territory, it has been the custom to 
have an earthquake endorsement to the fire contract. This is understandable 
inasmuch as there is a real earthquake hazard and an obvious exposure on the 
west coast. 

However, there was considerable doubt in the speaker’s mind as to the 
advisability of including the earthquake peril as an endorsement to the fire 
contact in sections other than the Pacific coast territory as has been recom- 
mended by Inter-Regional Insurance Conference. The effect of the use of such an 
endorsement would seem to be: 

1, A definite encouragement in the writing of this type of insurance which 
isnot generally desired by the companies, and 

2. The possibility that because the losses in parts of the country, other than 
the Pacific coast, are liable to be negligible, there will be a tendency to charge 
an inadequate rate for the coverage. 

The speaker pointed out that the assumption of large amounts of liability 
under an earthquake exposure could result in great embarrassment to the com- 
panies in the event of a catastrophe resulting from an earth movement. 

Other speakers endorsed the position taken by the first speaker and it was 
reiterated that apparently no company is soliciting earthquake insurance and 
that an endorsement of the type under discussion will definitely encourage the 
assumption of this liability. 

Mr. Peterson, the present chairman of Inter-Regional Insurance Conference, 
read a paper on the history of the Inter-Regional Insurance Conference’s recom- 
mendation for an optional earthquake endorsement for attachment to dwelling 
forms. The paper stated that there was no unanimity of feeling for this 
optional earthquake endorsement within Inter-Regional, but the development 
of independent filings providing for earthquake coverage on dwellings, when 
written under certain newly developed broad forms, was observed, and in one 
rating jurisdiction considerable pressure developed for the provision of such 
coverage by endorsement. In the light of this, the executive committee of 
Inter-Regional Insurance Conference recommended the optional earthquake 
endorsement to the regional organizations and this recommendation was sub- 
sequently approved by committees of Eastern Underwriters Association, Western 
Actuarial Bureau, and South-Eastern Underwriters Association. 

The following is a direct quote from Mr. Peterson’s paper : 

“Essentially the recommendation made by the executive committee of the 
IRIC was based upon knowledge of independent filings which provide for 
the ‘buy back’ of earthquake cover in dwelling forms and also upon an apprecia- 
tion of the reduced time and cost involved in effecting earthquake cover by 
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endorsement rather than through the medium of separate policies. Further 
members of the executive committee of the IRIC have observed that vo 
earthquake insurance is not commonly considered attractive to underweia 
for its own sake because of the catastrophic nature of the exposure, it is Pw 
less objectionable when borne by those companies writing fire and other * 
ventional coverages on the risk and it is felt that this is best achieved th a 
the medium of an optional endorsement.” rough 
A copy of Mr. Peterson’s statement titled “Earthquake or Volcanic Erupti 
Endorsement for Dwelling Property” is attached hereto and made a esta 
these proceedings. — 
It was duly moved, seconded, and carried that the subject of the impact 
the insurance business of the optional earthquake endorsement for attachmest 
to the dwelling forms, as recommended by Inter-Regional Insurance Confersans 
on January 20, 1956, be referred for study to the Committee To Study Cata, 
strophic Potentials. ie 
LARGE DEDUCTIBLES 


After some preliminary remarks which opened this subject, a member stated 
that he had received a letter from a prominent agent which stated that if the 
deductibles get large enough there will not be enough premium received by the 
companies to pay the necessary expenses for servicing the risk. i 

Another member cited the case of a large southern university which had 
formerly been a self-insurer and had advertised for bids. One of the condi- 
tions of the bid was that the proposal must contain a $100,000 deductible. The 
replacement value of the line was $139 million, with a probable maximum logs 
around $11 million. The tariff on full cover with a 90-percent-coinsurance 
clause amounted to $237,000 for fire and extended coverage. The award was 
made to the low bidder in the amount of $105,050. Shortly after the award was 
made it became obvious that the agent on the line was unable to make good on 
his commitments, and the award was canceled. The university called for new 
bids and the award has been made at a lesser figure than the original low bid. 

Another member does not believe there is a trend, insofar as the utilities 
are concerned, to attempt to buy on the basis of large deductibles. As small 
claims are expensive to handle, it seemed to the speaker that it would be 
profitable for all concerned, both insurance company and utility, to have a 
deductible in an amount sufficient to discourage small claims. 

Another member pointed out that in the new rating schedule for utilities, a 
specific credit is given for good management which, by definition, means that 
there is a low loss ratio. It appears that this schedule with its special credit 
for good management discourages the filing of small claims. 


GRADUATED RATES FOR DWELLINGS—TEXAS 


Reference was made to the study in Texas on dwelling rates. This is a new 
conception of a rating plan for dwellings based on graduated amounts of 
insurance. 

A member discussed the present status of this plan and announced that he 
had information that it is being dropped, as a compromise has been worked 
out between the various interested parties. 

A similar filing embodying the same principle has recently been made in 
Florida, and it was the speaker’s understanding that this filing was to be 
withdrawn. It was pointed out that this matter has been studied by the ap- 
propriate committees of the Inter-Regional Insurance Conference which de- 
veloped a list of objections to the graduated rate plan. 

The speaker believes, regardless of the individual views of the members in 
connection with this specific problem, that there is a small policy problem 
which has not yet been answered. He also believes that the problem is one 
largely of statistics and hopes that the industry would develop sufficient of 
these to come to a proper conclusion. 


COMMITTEE APPOINTMENTS WITHIN THE INDUSTRY 


A member had suggested the necessity of placing men experienced in market- 
ing and production on committees charged with the responsibility of developing 
rates and forms. It was further suggested that the representatives of com- 
panies on committees should have authority to act for the company, in order 
to expedite decisions. A member stated that certainly ine companies should 
send representatives to committees who are empowered to act for the com- 








TMOre, 
While 
WTiterg 

is far 
er con. 
hrough 


‘uption 
art of 


act on 
‘hment 
erence 
 Cata- 


Stated 
if the 
by the 


h had 
condi- 
The 
m loss 
irance 
d was 
d was 
0d on 
Tr new 
bid. 
‘ilities 
small 
ild be 
ave a 


ties, a 
s that 
credit 


A new 
its of 


iat he 
orked 


de in 
to be 
1€ ap- 
h de- 


prs in 
oblem 
S one 
nt of 


irket- 
oping 
com- 
order 
hould 
com- 


THE INSURANCE INDUSTRY 3065 


ny. It was also suggested that if the various organizations announce in 
Svante the subjects to be discussed at meetings, the selection of proper repre- 
sentation within a company would be made considerably simpler. 


ACTIVITY OF FEDERAL TRADE COMMISSION (AMERICAN HOSPITAL AND LIFE CASE) 


A member recalled that it was the consensus of the meeting of American 
Insurance Association in Atlantic City in May 1956, that it supported the con- 
tinued State regulation of the insurance business. The status of State regu- 
lation of the industry has become a subject of considerable interest, due largely 
to the activity of the Federal Trade Commission in connection with its com- 

jnts against certain companies for alleged false and misleading advertising, 

ially in connection with accident and sickness insurance. 

It was reported that at the meeting of the National Association of Insurance 
Commissioners in June of 1956 in St. Louis, Mo., several insurance trade organi- 
gations agreed to file briefs amicus curiae in connection with the American 
Hospital and Life case which was being appealed. The member speaking to 
this subject thought that such an uncoordinated action as would result from 
several organizations filing briefs was a mistake, and that any effort of the indus- 
try to overcome the implications of the American Hospital ease should be on a 
cosely controlled basis. It was his feeling that the outside counsel, who are 
retained to assist in the drawing of these briefs, may take inconsistent positions 
with the attorneys handling the appeal without being aware of the mistake. 
This situation could cause considerable trouble and it was the speaker’s hope 
that no subordinate bodies in the insurance industry would file such a brief 
without having it cleared with the organizations having jurisdiction in such 
matters. ; ' : 

Some of the cases presently being considered, which have arisen because of 
the complaints of the Federal Trade Commission, would doubtless go to the 
Supreme Court of the United States. 


FINANCIAL SUPPORT OF INSTITUTIONS OF HIGHER LEARNING BY INSURANCE 
INDUSTRY 


A member introduced this subject by advertising to the fact that his com- 
pany had been importuned by the Empire State Foundation of Independent 
Liberal Arts Colleges, Inc. to make a contribution. This movement seemed 
to the speaker to be a worthy one, but the question had arisen within his 
company as to whether such matters as contributions to colleges should be a 
matter of individual company decision, or should be handled on an industry 
basis through some organization. 

Another member stated that the Empire State Foundation of Independent 
Liberal Arts Colleges had its counterpart in quite a few other States and had 
started in Ohio. It was the position of this speaker that contributions to colleges 
should be an individual company matter, and this position seemed to be the 
consensus of the membership in this respect. 


ROAD AID PLAN 


The membership was acquainted by the speaker with the road aid plan which 
operates in the metropolitan area of Detroit, Mich., and which is typical of 
several other road aid plans in various parts of the country. It was mentioned 
that these plans have recently spread to Minnesota and Wisconsin. 

There was a discussion of the National Automobile Club, Ltd., located in San 
Francisco, Calif. This automobile club was organized in 1924 by the companies 
which were then members of the Pacific Coast Underwriters Conference, and 
has been quite successful. No consensus was given by the membership on any 
aspect of this subject, as it was presented for the information of the members. 


EFFECTS OF THE ADOPTION OF COMPULSORY AUTOMOBILE INSURANCE IN NEW YORK 


In connection with the recently passed compulsory automobile law in the 
State of New York, a member stated that the purpose of the development of the 
assigned risk plans was an effort to prevent State funds from developing. 

It has been estimated that there will be an excess of 500,000 new applicants 
for insurance, a higher than normal proportion of which will probably be un- 
acceptable voluntary risks. It was suggested that the proper handling of these 
new applicants by the industry poses a delicate public relations problem. 
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While there are about 50,000 insureds in the assigned risk plan in Massa. 
chusetts, the problem of a State fund is not acute there because of a court de. 
cision which holds that the State cannot constitutionally enter into a competitive 
business. Unfortunately, according to the speaker, the legal situation ig not as 
favorable in New York, and under the New York compulsory insurance law 
there will always be the specter of a State fund. Accordingly, the Speaker 
expressed the opinion that the automobile liability portfolios should not be 
substantially reduced at this time. 


RETIREMENT OF J. D. ERSKINE, SECRETARY 


The chairman announced that the desire of Mr. Erskine to retire, to be effes. 
tive at the close of today’s meeting, was being regretfully honored. Chairman 
Heard made some appropriate remarks about Mr. Erskine’s career and, on 
behalf of the American Insurance Association, presented him with a gold watch, 
The watch was inscribed as follows: “James Douglas Erskine. In acknowl- 
edgment of more than 43 years of unselfish service to the insurance industry 
American Insurance Association. September 14, 1956.” Mr. Erskine made an 
appropriate response. 


ELECTION OF JOHN F. NEVILLE AS SECRETARY 


John F. Neville was duly nominated and elected to the office of Secretary of 
American Insurance Association, effective immediately. 


TRIBUTE TO THE LATE WILLIAM A. RATTELMAN 


The chairman asked the membership to join him in paying tribute to the 
memory of the late William A. Rattelman, whose passing was duly noted. 
Adjournment. 


AMERICAN INSURANCE ASSOCIATION, 
New York 30, N.Y., November 13, 1956. 


COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


(Copies sent to: Fireman’s Fund Group—Chairman Crafts, Dillard; Aetna Life 
Affiliated Companies—Man, Nordeng, Perrin; Fidelity & Deposit Co. of Mary- 
land Group—Mercer, Galloway; Home Group—Black; Royal-Liverpool In- 
surance Group—Smith, Erhardt; the Saint Paul companies—Jackson, 
Koeneke ; the Travelers Group—Haugh, Jervey, Wareing) 


Dear Sirs: Enclosed is a copy of the memorandum of meeting of this commit- 
tee held October 31, 1956, at the Lawyers Club, 115 Broadway, New York City. 
This memorandum has been reviewed by the chairman, Mr. Crafts. 

Very truly yours, 
JOHN F. NEVILLE, Secretary. 


MEMORANDUM OF MEETING OF AIA COMMITTEE ON DIRECT-WRITING ACTIVITIES OF 
LLoyb’s AND OTHER UNAUTHORIZED INSURERS, HELD AT 11 A.M. OcToBER 31, 1956, 
IN Room 3, LAwyers CLus, 115 Broapway, New York City 


Present: Fireman’s Fund Group—Chairman James F. Crafts, John H. Dillard; 
Aetna Life Affiliated Companies—Olaf Nordeng; Fidelity & Deposit Co. of Mary- 
land Group—J. Stuart Galloway; Royal-Liverpool Insurance Group—J. L, Er- 
hardt; the Saint Paul companies—Herbert E. Koeneke; the Travelers Group— 
Robert Wareing. 

Chairman Crafts gave the committee the benefit of the background of the prob- 
lem assigned toit. He said that in 1954 the National Board of Fire Underwriters 
decided to look into the problem of the exporting of insurance writings to un- 
licensed carriers. Essentially these activities were outside the scope of surplus 
line laws. Closely allied with the exporting of direct business was the situation 
of the unlicensed fronting company who reinsured a substantial percentage if 
not the total liability in an unlicensed foreign carrier. 

The NBFU committee consisted of Messrs. Black, Crafts, Herd, Mead, Miller, 
North, Smith, and Hullett, ex officio. The committee held four or five meetings 
in an endeavor to determine what should be done to correct what appeared to be 
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8 g unwholesome competitive situation which was draining off direct 
business, much of which would normally be written by licensed companies. 

The chairman reported that there were differences of opinion among members 
of the NBFU committee as respects what action should be taken. One point of 
view was that the answer would only be found in the passage of restrictive Fed- 

statutes. Another suggestion was that the surplus line laws should be 

hened and a uniform surplus line law enacted. Among some members of 

the committee it was felt that no drastic action should be taken, otherwise there 

t be penalties among member companies with respect to the reinsurance 

situations. The consensus of view of the committee was that all the facts should 

first be obtained and the importance of the competition assessed before a solution 
was suggested. 

Following this pro_edure in 1955 a questionnaire was sent to all national board 
member companies requesting details pertinent to the committee’s interest. Mr. 
Grafts reported that the analysis of the questionnaire did not reveal much addi- 
tional data to that already known by the committee. 

The chairman also reported that in the latter part of 1955 the New York 
Insurance Department took an active interest in the subject of Lloyd’s com- 
petition and that the national board committee had met with the deputy 
superintendent of insurance. There appeared to be a mutual agreement that 
there were problems that should be eliminated. 

It was also recorded that the National Association of Insurance Commis- 
sioners had expressed interest in the overall subject of unlicensed insurers and 
that it had focused attention on the lack of uniformity in the various State 
surplus line laws. Subsequently an industry committee on the subject was 
appointed. General Counsel Berry of the national board is chairman of that 
committee. 

As one aid to the uniform surplus line law problem, it was suggested that a 
clearinghouse might be established by the commissioners, to which all ex- 
porters’ business would be required to be reported. In this manner an accurate 
record would be available to the commissioners and to an industry committee 
on the extent to which surplus line laws are being violated and the need of new 
statutes in the States where none exist. This suggestion has not been finally 
disposed of, but it is believed to be unworkable because of the inability of the 
individual commissioners to enforce the filing requirements with respect to a 
central office. 

It was also recorded that the surplus line brokers are not in favor of a 
uniform law. 

A meeting of the industry committee was scheduled to be held in connection 
with the semiannual meeting of the commissioners in Miami in December and 
the committee felt that Mr. Neville should arrange to accept Chairman Berry’s 
invitation to attend. 

Further discussion emphasized the fact that the problem is not solely one 
of Lloyd’s operations in the United States but the competitive situation included 
companies who are fronting for insurance interests domiciled in the West 
Indies, South America, and other countries. 

Mr. Crafts reported that after a number of meetings the NBFU committee 
decided that the problem was considerably broader than the fire and allied 
lines field and it concluded that the subject more properly belonged to a multiple 
peril organization and it was therefore with the unanimous approval of the 
NBFU committee that the matter was referred to the American Insurance 
Association. 

As a matter of interest, members of the committee commented that in the 
past there had been informal individual contacts with members of the com- 
mittee at Lloyd’s the purpose of which was to emphasize the competitive phase 
of their operations in the United States and to suggest that their reinsurance 
business was such that they should not permit a continuance of unfairly com- 
petitive situations. Lloyd’s representatives were usually found to be in agree- 
ment but they were not in a position to control individual members. During 
such contacts with Lloyd’s representatives it was continually pointed out that 
while the American market needed reinsurance facilities it seemed very incon- 
sistent to compete on a direct or fronting company basis with licensed companies 
if the atmosphere on reinsurance was to remain healthy. It was emphasized 
that the Lloyd’s attitude with respect to direct operations, particularly in the 
multiple-line field, seemed to improve when word was passed around that the 
NBFU committee had been appointed. The fact that no affirmative action 
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was taken by the NBFU committee was indicated by some as a reason why 
the conditions were again deteriorating. 

It was pointed out that the Federal Government, through the Department of 
Commerce, is interested in the problem and it was the chairman’s opinion that 
the Federal Government would be sympathetic to the position of licensed com- 
panies if corrective measures were necessary. The chairman advised that he 
had been in contact with the senior officers of the Department of Commerce and 
would report further on their views at the next meeting. 

It was also brought out that the problem of exporting of insurance to 
Lloyd’s was a serious one in Canada and that the Dominion Board has recently 
circulated a questionnaire among licensed Canadian and American companies, 
It was suggested, however, that Lloyd’s generally operates under a Dominion 
license, therefore the picture is not quite the same as it is in the Uniteg 
States. .Also that their loss ratio in recent years has been very high. 

To indicate that operations under surplus line laws were an important phage 
of our business, it was suggested that in 1955 approximately $2 million was paid 
in taxes by nonadmitted companies operating under surplus line laws. This 
not only suggests the substantial volume of business that is involved, but also 
the important income tax item, which has been lost sight of by some. In ¢op. 
nection with the latter the chairman made reference to the trusteed funds 
which unlicensed insurers had deposited in the United States to support their 
operations and to make their nonadmitted contracts acceptable. 

No further indicate that Lloyd’s operations particularly played an important 
part in our business it was recorded that many large concerns are now policy- 
holders in Lloyd’s. Among them are Ford, Allegheny Ludlum, RCA, A. B. Dick, 
Monsanto, Pillsbury, DuPont, International Elevator, Carnation, a number of 
large cotton accounts, and many others. 

After a full discussion of the problem the chairman asked if it was the com- 
mittee’s view that the issues were of sufficient importance to justify pursuing 
it further. It was the unanimous view of the committee that the subject should 
be studied in all its aspects, due consideration being given that no action should 
be taken which would affect the important reinsurance facilities which domestic 
companies have need of. 

It was therefore agreed that the problem should be studied with the objective 
of eliminating the particular competitive practices which exist, also having in 
mind that if the industry did not act the Federal Government might well take 
a hand in the solution. 

The chairman suggested that one possible and constructive procedure would 
be to have the committee set up as a clearinghouse for all complaints, with a 
view of determining if a friendly liaison status could not be arranged with the 
committee at Lloyd’s. 

The committee then turned its attention to some of the specific matters to 
which it might give consideration. 

It was pointed out that many companies had found that they were acting 
as a warranty for nonadmitted insurance and that through an oversight the 
nonadmitted carriers were escaping paying their fair share of adjusting and 
other expense costs. This is particularly true in the fire field. It was mentioned 
that there are a number of agents that are using the Lloyd’s facilities without 
first offering the business to the domestic licensed market. 

Mr. Galloway stated that the fidelity underwriters faced a very intense 
unlicensed situation in the blanket bond field back in the 1920’s. The Ameri- 
can Bankers Association were even unsympathetic to corrective measures being 
taken. Some 20 years ago a law was passed in New York State which required 
banks to buy fidelity insurance through licensed insurers. It was repealed 
shortly after it was enacted. 

3ills were proposed in Congress applicable to National and Federal Reserve 
banks to restrict their fidelity placements to licensed American companies, 
but were not passed, as a result of compromises reached between the American 
Bankers Association and the fidelity underwriters. At that time the general 
agreement was that Lloyd’s would retain their present business but would not 
continue their direct solicitation activities. After the SEUA decision the com- 
panies were required to withdraw from this agreement. 

In recent years fidelity underwriters have been faced with the operations of 
a Mr. Searborough in Chicago, fronting for what is known as the Bank Share 
owners Advisory League. The Surety Association has had its counsel examine 
this problem on numerous occasions and the answer appears always to be that 
surplus line laws are not as effective as the admitted market would like to 
have them. 
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To indicate the magnitude of the problem and the opportunity, it was sug- 

ted that the direct and fronting company premiums exported might reach 
as much as $250 million annually. It was observed that the admitted market 
should not place itself in the position of preventing the placing of covers in 
the nonadmitted market but that this should not apply in places where there 
was a licensed facility. The true intent of a surplus line law is to only permit 
exportation where the facility in the form of a cover is not available through 
licensed insurers, with rate factors not being a part of the consideration. 

To determine the extent of interest on the part of the American Insurance 
Association, Mr. Crafts suggested that members of the committee should 
ascertain the interest of the respective trade organizations representing major 
classes of business. Implementing this thought, the following was agreed 

1, Insofar as fire and allied lines business is concerned, the questionnaires 
in the hands of the national board would provide evidence of interest, and 
if necessary they could be brought up to date. 

2, With respect to fidelity business, Mr. Galloway agreed to contact General 
Manager Gaffney of the Surety Association to determine if the members of 
that body still felt that the competition from the nonadmitted market was an 
important item to their future welfare. 

3. Mr. Nordeng agreed to ask Mr. E. J. Perrin to consult with the members 
of the Inland Marine Underwriters Association to determine their interest 
and to emphasize the reports which had been received of increasing competition 
in the multiple peril field and such specialty lines as offshore drilling covers, ete. 

4. With respect to the casualty business, while the exportation has been 
generally on excess limits and unusual covers, Mr. Wareing agreed to review 
the matter with Mr. Haugh, and Mr. Erhardt will do likewise to Mr. Clarke 
Smith and Mr. A. C. Seymour, all with a view of determining what if any 
interest the membership of the Association of Casualty and Surety Companies 
had in the problem. 

In thus proceeding it was pointed out that the committee would be able to 
determine what its future course of action should be and to permit it to make 
a progress report to the membership of the A.I.A. at its meeting on January 
9, 1957. The chairman asked each of the committee members to give their 
specific assignments early attention, in order that another meeting of the 
committee could be held early in December. 

Adjourned. 


AMERICAN INSURANCE ASSOCIATION, 
New York, N.Y., January 2, 1957. 


COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


(Copies sent to Fireman’s Fund Group, Chairman Crafts and Dillard; Aetna 
Life Affiliated Cos., Mann, Nordeng, and Perrin; Fidelity and Deposit Co. of 
Maryland Group, Mercer and Galloway; Home Group, Black; Royal-Globe 
Insurance Group, Smith and Erhardt; The Saint Paul Cos., Jackson; The 
Travelers Group, Messrs. Haugh, Jervey, and Wareing. ) 


Deak Sirs: Chairman Crafts has requested that I distribute the following 
documents to the committee members: 

1. Memorandium of committee meeting held December 7, 1956. 

2. Draft of a committee report for presentation at the meeting of the associ- 
ation, January 9, 1957. 

3. Draft of letter to the managers of certain associations requesting cooper- 
ation. 

4. Copy of a letter to Chairman Crafts from the U.S. Department of Commerce 
dated December 12, 1956. (Please treat the U.S. Department of Commerce 
letter as confidential. ) 

Chairman Crafts has reviewed the above drafts and trusts they will meet 
with your approval. As time is of the essence, and unless we hear from you to 
the contrary by Monday noon, January 7, the drafts, included in items 2 and 3 
listed above, will be regarded as acceptable to you and will be presented to the 
meeting in their present form. 

Very truly yours, 


JOHN F. NEvILte, Secretary. 
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MEMORANDUM OF MEETING OF A.I.A. COMMITTEE ON DIRECT-WRITING ACTIvitigg 
or LLOYD’s AND OTHER UNAUTHORIZED INSURERS, HELD AT 11 4.M., DecemBgg 7 
1956, 1s Room No. 3, LAWYERS CLUB, 115 BroaDway, NEw YorK CiTy ? 


Present: 
Fireman’s Fund Group, Chairman, Mr. James F. Crafts and Mr. Joby 
H. Dillard; Aetna life Affiliated Cos., Mr. Olaf Nordeng; Fidelity ang 
Deposit Co. of Maryland Group, Mr. J. Stuart Galloway; Royal-Liverpoo| 
Insurance Group, Mr. J. L. Erhardt; The Saint Paul Cos., Mr. A. B. Jackson: 
The Travelers Group, Mr. J. F. Harris; and Mr. John F. Neville, Secretary 
American Insurance Association. r 


Chairman Crafts brought the committee up to date on events which haye 
transpired since the last meeting on October 31. There apparently were no 
substantial developments at the National Association of Insurance Commis. 
sioner’s meeting in Miami Beach where an industry committee held a meetin 
in connecting with the possibility of recommending a uniform surplus line law. 
The industry committee reported to the commissioners’ committee that it haq 
held two meetings but felt that it could not, as yet, make a final report and re 
quested that it be given time for further study. The industry committee wij 
make a final report at the Atlantic City meeting of NAIC to be held in June 1957, 

In complinance with the committee’s request, Mr. Crafts contacted an officig) 
of the Department of Commerce in connection with the Federal Government's 
interest in this subject. It appears that there is a Committee on Economiy 
Affairs within the Department of Commerce under whose jurisdiction this falls 
Very little information was forthcoming, but Mr. Crafts has been promised a fy)} 
report which he expects to receive at a later date. However, the suggestion 
was made that the Lloyd’s activity might very well be stepped up and increased 
in an effort to acquire American dollars so badly needed as a result of the Suez 
situation. 

The chairman recalled that at the last meeting of the committee various 
committee members were requested to contact the Surety Association of America, 
the Inland Marine Underwriters Association, and the Association of Casualty 
and Surety Companies to ascertain their interest in the subject of unauthorized 
insurance and to determine whether the respective associations thought the 
matter worthy of being pursued further. 

Mr. Galloway reported that the Surety Association appeared interested al- 
though it is not a matter that has been put to a formal vote. Interest was 
evidenced but the Surety Association preferred no action being taken by this 
committee which might affect their interests unless prior notice was given 
thereof. Mr. Galloway stated that the problem of nonadmitted insurers and 
the exporting of insurance remained a continuing problem with the members of 
the Surety Association of America. 

Mr. Nordeng reported that pursuant to the request of the chairman he had re- 
quested Mr. Perrin to discuss the matter with several members of IMUA. In- 
formally, it is felt that at least with the members contacted that this subject 
is one of sufficient importance to justify attention by the industry. There will 
be a meeting of IMUA on December 20 at which this subject will be discussed. 

Mr. Harris stated that the Association of Casualty and Surety Companies 
had expressed interest, referring the subject to its casualty advisory committee. 
It was pointed out, however, that the Casualty Association would feel that it 
should be consulted prior to any action being taken which might affect the 
interests of the members of that association. It was remarked that casualty 
insurance is affected to a great degree by the writing of insurance in unlicensed 
insurers and by its export abroad. Mr. Harris indicated that there would be 
considerable reluctance in the Association of Casualty and Surety Companies 
to embrace any corrective measures by means of legislation because the matter 
is an extremely delicate one with some of the members of that organization. 
However, the association, he thought, would be willing to contribute general 
information to a clearing house if and when such a program were decided upon. 

Mr. Crafts discussed a report he had received on the insurance being written 
in connection with offshore drilling where Lloyd’s is apparently receiving one- 
half of the premiums. The chairman used this letter as an example of the 
type of information he thought might be useful for this committee to collect. 
Also in this connection, the chairman discussed a bulletin, written by the 
Dominion Board of Insurance Underwriters of Canada, which purported to 
demonstrate that the activity of unlicensed insurers was undermining the rate 
structure in the Dominion. 
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ghere followed a general discussion of the California Surplus Line law and 
some of the problems which had developed in connection therewith. 

It was the consensus of the committee that the subject being studied by the 
committee was believed to be of sufficient importance so that the work should be 
continued. After this decision was made, the committee discussed the best way 
of implementing it, and it was agreed that some information should be sought 
from not only the members of American Insurance Association, but from the 
respective associations which had been informally contacted as to their 

rest. 

"3 was generally agreed that any information submitted to the committee 
would be used with discretion. Accordingly, it was decided that any letter 
sting information should suggest that the American Insurance Association 
committee had adopted as its working program a course of attempting to approach 
this problem through conference with Lloyd’s committee in a friendly, coopera- 
tive spirit. It is felt that the request for information should be limited to 
dasses and types of covers, including the dollar amounts involved. In this 
manner the apparent reluctance of some companies to divulge information on 
a specific situation might be overcome. It was also agreed that the letter 
to be sent should be submitted to the membership of American Insur- 

ance Association for approval at its meeting on January 9, 1957. 

The chairman, in summarizing, requested Secretary Neville to draft a proposed 
letter and a committee report which, after review by the committee, would be 
submitted to the next meeting of American Insurance Association for approval. 
The committee members were requested to explain to the respective insurance 
associations with which they had previously had discussions the moderate 
approach to this problem which could be expected through the activities of the 
AIA committee. 

Adjournment 12:10 p.m. 


AMERICAN INSURANCE ASSOCIATION 
116 John Street 
New York 38, N.Y. 


Report OF COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’s AND OTHER 
UNAUTHORIZED INSURERS 


On October 9, 1956, the above-captioned committee was appointed to study the 
problem of the exporting of insurance writings to unlicensed carriers. These 
activities are essentially outside the scope of the so-called surplus line laws 
and include the growth of the practice which finds licensed fronting companies 
reinsuring a substantial percentage if not the total liability of an authorized 
insurer. The problem is not solely one of Lloyd’s operations in the United 
States but includes companies which are fronting for insurance interests 
domiciled in Europe, the West Indies, South America, as well as other places. 

Since 1954, a committee of the National Board of Fire Underwriters has 
been considering the subject in an endeavor to determine what should be done 
to correct what appeared to be a growing unwholesome competitive situation, 
one that was draining off business that should be written by licensed companies. 
The NBFU committee decided that the problem was broader than the fire and 
allied lines field, conculding that the subject more properly belonged to the 
American Insurance Association. 

Since its appointment the AIA committee has held two meetings, on October 
31 and December 7, 1956, respectively. Consideration was first given to the 
question as to whether the subject was of sufficient interest and importance 
to the industry to justify its being pursued further. After a full discussion 
the committee determined that the matter was of importance to the industry, 
emphasized by the fact that it was estimated that the direct and fronting 
company exported premiums might reach $250 million annually. It was pointed 
out that the amount of premiums lost to admitted insurers was only a measure 
of the magnitude of the problem for it also served as evidence of the opportun- 
ity presented to the industry to create and maintain adequate markets for 
legitimate and profitable placements. 

The committee decided that if its work was to be meaningful it was neces- 
sary that it receive the enthusiastic support from members of the association 
and, as well, industry organizations representing major classes of business. 
Accordingly, various members of the committee were asked to ascertain the 








3072 THE INSURANCE INDUSTRY 


degree of interest of the Association of Casualty & Surety Cos., the § 
Association of America, and the Inland Marine Underwriters Association, 
(The interest of the National Board of Fire Underwriters was well known.) 

At the second meeting of the committee, it was reported that the named 
organizations indicated interest but as the approaches were on an informa) 
basis it was recognized that it would be important that each of the respective 
organizations give formal consideration to the question and indicate their 
cooperation with the endeavors of the AIA after the membership of our associa. 
tion had approved of the procedure the committee recommends be followed, 

From the competitive information developed to date, it is the consensus of 
the AIA committee that the only appropriate action would be to initiate con- 
ferences at the proper time with representatives of Lloyd’s or with other 
nonadmitted carriers in a cooperative spirit in the hope that an amelioratiog 
of the unfriendly competitive situation could be effected without recourse to 
the more drastic remedy, namely, legislation. 

The committee recognizes that in order to buttress its position in this approach 
additional facts must be gathered and that evidence of the unfair and unneces. 
sary competition must be submitted for research and analysis. 

It is recognized that certain licensed companies or associations may be 
reluctant to divulge the facts particularly with respect to individual risks, 
Recognizing this, the committee proposes, if the association approves, to send 
to each organization concerned a letter in the form attached which will develop 
pertinent information, limited where desirable to classes and types of insurance, 
with the knowledge on the part of all that the information on specific risks, if 
submitted, would be used with discretion. 

If the members feel that the assignment given the committee is important 
and should be implemented along the lines indicated, the committee proposes to 


continue its activities and it will make a further progress report to the annual 
meeting of the association in May. 


Respectfully submitted. 
AETNA LiFe AFFILIATED Cos. 
FIDELITY & DEPOSIT Co. oF MARYLAND Grovp. 
HoME GROvP. 
ROYAL-GLOBE INSURANCE GROUP. 
THE St. Paut Cos. 
THE TRAVELERS GROUP. 
FIREMAN’S Funp Group, Chairman. 


[Confidential] 


U.S. DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN COMMERCE, 


Washington, D.C., December 12, 1956. 
Mr. JAMES F. CRArFtTs, 


President, Fireman’s Fund Insurance Co., 
401 California Street, 
San Francisco, Calif. 


DeAR Mr. Crarrs: Mr. Philip A. Ray, General Counsel of the Department of 
Commerce, has referred to me your letter of November 7 requesting information 
about the background of this Department’s annual surveys of U.S. international 
reinsurance transactions, along with his reply thereto of November 20. Mr. 
Ray has asked that I write to you further about the questions raised in your 
letter. 

In August 1950, the Commerce Department undertook for the first time a 
survey of reinsurance transactions of U.S. insurance companies with insurers 
abroad; it covered such transactions for the year 1949. This survey has been 
repeated each year since then. Insurers throughout the country, cooperating 
in this project, have been sending in reports each year summarizing these tran- 
sactions. The reports of the separate companies are consolidated and the results 
are released in the form with which you are already acquainted. As Mr. Ray 
has indicated, these reinsurance statistics are utilized by the Department's 
Office of Business Economics in connection with its preparation of the balance 
of international payments and by its Bureau of Foreign Commerce in analyzing 
foreign insurance trends and legislation. 

By way of general background, the Department of Commerce has for many 
years been charged with the responsibility for preparing estimates of the inter- 
national transactions and investment position of the United States. These trans- 
actions are presented in periodical statements of the balance of international 
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yments which is essentially a comprehensive accounting system designed to 
pasure the many types of commodity, service, and capital transactions of the 
United States with foreign countries. Included are merchandise imports and 

rts, the flow of U.S. capital to foreign countries and of foreign capital to 
the United States, the income received and paid on U.S. international invest- 
ments, payments and receipts for services rendered, and our Government's 
international transactions. These reports on the balance of international pay- 
ments, published regularly by the Department in its monthly Survey of Current 
Business, are used in appraised this country’s evolving international position 
and in the determination of foreign economic policies by both Government and 
pusiness. Many industrial and financial concerns are cooperating in making 
available to the Department data on a current basis which are being used in the 

paration of these reports. ; 7 ; ; 

Now then, taking the questions specifically raised in your letter, you inquire 
whether, as evidence by these surveys, the Department’s interest in the volume 
of reinsurance business done between insurance companies in the United States 
and insurers abroad, includes a concern with the activities in the United States 
of Lloyd’s and other unlicensed foreign insurers, As you can see from the fore- 
going account, these surveys are in no way related to or concerned with the 
question of propriety of the activities of unlicensed insurers which seemingly 
are within the province of the insurance regulatory authorities of the separate 

tes. 

ieee also raise the question why, if the Department is interested in the inter- 
national insurance operations of U.S. insurers, it limits its surveys to reinsurance 
and does not include international direct insurance business. As a matter of fact, 
our reinsurance survey was intended, when it was first undertaken in 1950, to be 
the first in a series of surveys designed to cover the various types of international 
insurance operations, not just reinsurance, with a view to measuring the impact 
on this country’s balance of international payments of all types of international 
insurance business done by U.S. insurers. For example, a second survey dis- 
eussed with insurance company officials back in 1952 was intended to find out how 
much foreigners paid to U.S. marine insurance companies as premiums on U.S. 
exports and on foreign flag vessels, offset by losses paid to foreigners. Through 
the American Institute of Marine Underwriters inquiries were made of the ma- 
rine insurance companies as to whether they could supply the Department with 
figures showing premiums received and losses paid on goods exported from and 
imported into the United States, broken down under such headings as imports, 
exports, foreign country, etc. However, the insurance officials with whom this 
second survey was discussed, indicated that they do not maintain an accumulative 
record of the cargo insurance statistics requested and that they were therefore 
wnable to supply the data. The possibilities of setting up a reporting system 
covering the insurance of goods entering our foreign commerce as well as various 
other types of international insurance activities are still under consideration; 
eg. a survey which would entail our asking U.S. insurers to report the direct 
writing operations of their foreign branches (agencies) and subsidiaries; a 
survey which would entail our asking brokers in this country to report the pre- 
miums placed by them with unadmitted insurers abroad, ete. In short, we well 
realize that the reinsurance surveys are in no way a measurement of the net cost 
of all types of international insurance operations, but merely an attempt to meas- 
ure the actual movement of funds from and to the United States in connection 
with reinsurance. 

Finally, you raise the question of how an accurate net balance of international 
payments can be determined since so many foreign unadmitted insurers have 
trusteed bank accounts in the United States. These trusteed accounts are con- 
sidered for purposes of the balance of payments to be foreign-owned funds and 
are reported as such to the Treasury Department. Therefore, the net result of 
the reinsurance business with unadmitted insurers is reflected as a change in 
the amount of foreign-owned dollar assets. Thus, when unadmitted insurers 
receive reinsurance premiums from U.S. coding companies, the consequent in- 
crease in their dollar funds is recorded in the balance of payments, just as any 
loss payments are recorded as deductions from such foreign-owned dollar assets. 
If our measurement of the reinsurance transactions is correct, then these trans- 
actions are reflected in changes in the trusteed funds. 

Feel free to let us know if you should have any further questions. 

Sincerely yours, 
JEROME SACHS, 
Director, Insurance Staff. 
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AMERICAN INSURANCE ASSOCIATION, 
New York, N.Y., January 2, 1957, 


REPORT OF COM MITTEE TO STUDY IMPACT OF INFLATION ON RATE LEVELS 


This committee was appointed on October 9, 1956, to study the broad problem 
of the impact of inflation on rate levels. It was recommended for appointment 
as a result of preliminary consideration given this subject by the AIA Committee 
to Consider Ways and Means of Enhancing the Usefulness of This Association, 

One of the main questions to be determined is whether rating practices heed 
to be amended. Although historically there have been long-range fluctuations 
in our economy, some economists are said to believe that the trend is up 
will continue generally in that direction during the foreseeable future. If this 
is true, the business of insurance may not have its customary respite from 
inflationary pressures. Another problem discussed by the committee was that 
of approaching the State regulatory authorities on justifiable rate changes, 

The committee determined that it is appropriate to develop information per- 
tinent to this subject through the following rating and advisory organizations: 


Inland Marine Insurance Bureau 
Inter-Regional Insurance Conference 

National Automobile Underwriters Association 
National Bureau of Casualty Underwriters 

Accordingly, the secretary was directed to request information from each 
of the above listed organizations as follows: 

1. Information with respect to proposed and contemplated rate revisions on 
lines of insurance within the jurisdiction of the organization addressed. 

2. In the event that rate changes are being proposed or contemplated, has 
the experience being used as a basis been adjusted to reflect current rate levels? 

3. Information with respect to any tendency toward an unwarranted extension 
of coverage and for which no premium, or an apparently inadequate premium, 
is collected. 

In addition to requesting the above information, the various bureaus were 
advised that the chairman appointed certain members of the committee to 
meet with the bureaus in order that the information supplied might be inter. 
preted or amplified if such a course seemed necessary. 

The rating and advisory organizations have responded with the desired 
information and amplifying conferences have been held. 

The committee plans to meet with the organization managers who have close 
contact with the insurance departments to ascertain the most advantageous 
way of developing contacts with insurance commissioners in connection with 
any future recommended rate changes. As the next meeting of the insurance 
commissioners is to be held in Atlantic City early in June of 1957, it would be 
a likely place for the implementation of this part of the program in the event 
it is finally adopted. 

This is a progress report. Further meetings of the committee are contem- 
plated from which it is hoped will evolve some definite conclusions concerning 
the subject which is of such great importance to the whole industry. 

Respectfully submitted, 

HomMeE Group, Chairman. 

AMERICA FORE INSURANCE GROUP. 
FIREMAN’S FUND GROUP. 

HARTFORD FIRE GROUP. 

NORTHERN GROUP. 

Royar-GLoBE INSURANCE GROUP. 
U.S. Fiperiry & GUARANTY GROUP. 


AMERICAN INSURANCE ASSOCIATION, 
New York, N.Y., January 9, 1957. 


REPORT TO AMERICAN INSURANCE ASSOCIATION REGARDING CURRENT STATUS OF FIC 
CASES AFFECTING THE HEALTH AND ACCIDENT INSURANCE BUSINESS 


In the American Hospital case the FTC, by divided opinion, held that the FTC 
Act was applicable to interstate accident and health insurance advertising irre- 
spective of the existence of State regulatory laws since the subject matter fell 
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within an exclusive area or Federal jurisdiction which the Congress could not 
remove under Public Law 15. The majority ruling also argued that Congress 
did not intend to remove this irreducible area of Federal jurisdiction by reason 
of the “proviso” inserted in Public Law 15 with respect to the continued applica- 
tion of the FTC Act where not superseded by State law. 

Asimilar position was taken by the FTC in the subsequent National Casualty 
ease Which involves health and accident insurance advertising by means of radio 
and television. 

These FTF rulings are of tremendous significance to all segments of the in- 
surance business since (notwithstanding the FTC’s declaration of contrary intent) 
they would in effect entirely abrogate Public Law 15 and the system of State reg- 
lation which has been established thereunder insofar as interstate insurance 
operations are concerned. Among other things, it seems clear that the FTC rul- 
ing, if sustained by the courts, would permit the Sherman, Clayton, Robinson- 
Patman and FTC Acts to be made applicable to all phases of interstate insurance 
operations, including rates and forms, and would render ineffectual the all-in- 
dustry program of rate regulatory legislation at the State level. 

For this reason, the judicial review of the FTC rulings is of great importance 
to all segments of the business. Accordingly, the National Board of Fire Under- 
writers and the Association of Casualty and Surety Companies decided to scru- 
tinize carefully all briefs filed in these two cases for the purpose of determining 
their adequacy, particularly from the aspects in which those segments are chiefly 
interested. It was found upon review that both the Health Insurance Associa- 
tion and the Life Insurance Association briefs (which have been filed amicus 
curiae) were well prepared and covered all legal aspects very completely. Ac- 
cordingly, neither the National Board nor the Casualty Association has felt it 
necessary to file supplementary briefs. 

The American Hospital case will be argued first on January 29 before the Fed- 
eral Circui Court in New Orleans and theNational Casualty case will be argued 
later before the Federal Circuit Court in Cincinnati. 

The question of having briefs filed by various attorneys general was dis- 
eussed at the recent NAIC convention in Miami and, as a result, Commissioner 
Navarre of Michigan has succeeded in persuading the attorney general of 
Michigan to file such a brief in the National Casualty case (our stock company 
counsel intend to render assistance in this respect). The attorney general 
of Texas has also filed a brief in the American Hospital case. The FTC has 
fled no briefs in either case as yet, apparently having decided to await the 
submission of opposing briefs. 

It is almost certain that these cases will not end at the circuit court level 
and will in all probability reach the Supreme Court of the United States which 
will leave us in a position to reassess the legal arguments and to petition the 
Supreme court for leave to file briefs amicus curiae if we should believe 
such to be necessary at that stage. 

The January 7 press contained notice of the most recent FTC ruling in the 
case of the Travelers of Omaha in which the FTC again asserted its jurisdic- 
tion over health insurance advertising. It is significant that in this most 
recent ruling Commissioner (now Chairman) Gwynne has joined the majority 
in a separate concurring opinion (which is consistent with what he said he 
would do with respect to any case involving direct mail advertising). The 
Travelers case, while a part of the same pattern of Federal intrusion into the 
regulation of the insurance business and while citing the American Hospital 
opinion as its base, may not have the same far-reaching significance since 
the decision is based more upon the fact that the Travelers was admitted in 
only two States but its advertising was going into all States. 

I don’t wish to sound like an alarmist but I would be guilty of understatement 
if I did not say that these legal developments are probably the most important 
ones affecting the insurance business since the enactment of Public Law 15 
in 1945 and it would appear almost certain that in due course the Supreme 
Court of the United States will be asked to rule on the fundamental question 
as to whether interstate insurance operations fall within the area of exclu- 
sive Federal jurisdiction so as to make it impossible for Congress to abandon 
this field of regulation to the States as we know it intended to do under Public 
law 15. If the FTC majority view is sustained by the Supreme Court, it is 
dificult for me to see how it can avoid overruling the Little Rock case and 
thus make it possible for the Department of Justice as well as the FTC to 
question virtually all practices in the insurance business which have been 
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regarded for the last 12 years as being under the exclusive regulatory contro} 
of the States. ' 


It is probably not too early to assess some possible consequences of th 
pending FTC cases: . 

1. At the very least, the decisions will define for the first time the standards 
for adequacy of State regulation which may cast into doubt many praticegs both 
within and without the accident and health field. 

2. At the worst, the decisions may point the way toward the duality of 
regulation (State and Federal) and thereby undermine the principle of maki 
rates in concert and affect traditional stock company methods of merchandisj 

The interesting thing is that, while the accident and health business jg the 
focal point of the FTC attack, actually the most critical interests are not 
accident and health at all but fire and casualty (the accident and health 
business has little at stake except advertising methods, whereas the stock 
fire and casualty business has at stake the very vitals of its existence in its 
present form). Personally, I think the chances of permissible action in concert 
on rates and forms under Federal control are very slim. 

I have no action to recommend at this time since this is merely an interim 
report in response to the agenda item, but I do urge close attention to the 
subject. 

H. CLay JOHNSON, 
Deputy U.S. Manager, Royal-Globe Insurance Group. 


(Identical letters written to: J. Dewey Dorsett, General Manager, Association 
of Casualty & Surety Cos.; and Warren N. Gaffney, General Manager, The 
Surety Association of America.) Copy sent Mr. James Crafts, Chairman of 
AIA Committee on Direct-Writing Activities of Lloyd’s and Other Unauthor. 
ized Insurers. Copy sent to Mr. John H. Dillard of Fireman’s Fund. Copy 
sent to Mr. L. A. Vincent, NBFU. 


AMERICAN INSURANCE ASSOCIATION, 


January 24, 1957, 
Mr. H.L. WAYNE, 


General Manager, 
Inland Marine Underwriters Association, 
161 William Street, New York, N.Y. 

Dear Mr. Wayne: The direct writing competitive activities of Lloyd’s and 
other unauthorized insurers is the subject of a study presently being under. 
taken by this association. The problem is not new and in many respects it 
requires judicious handling. In any attempt to find a helpful solution recog. 
nition must be given to the importance of the facilities of unauthorized insurers 
to many authorized companies. Also, it must be realized that a number of 
licensed carriers are “fronting” for unauthorized insurers and the estimates 
of the amount of premiums being exported through various means run to 
$250 million annually. 

The American Insurance Association has agreed that the subject is worthy 
of further study and research. The purpose of this letter is to advise your 
association of our interest and to request your membership to assist our com- 
mittee in furthering its work. 

Accordingly, it would greatly further the work of our committee if your 
member companies would furnish your office, and you in turn would furnish it 
to the secretary of our association, information as to classes and types of 
insurance and such details as as are available with respect to specific risks 
or placements which are presently being directly of indirectly lost to the 
domestic licensed market through the activities of unlicensed carriers or by 
unlicensed carriers reinsuring licensed fronting companies. Where it is pre 
ferred that information on specific risks be not divulged, it would be most helpful 
if the dollar amount of premiums involved and supporting information were 
submitted. 

The AIA committee is presently of the opinion that if adequate supporting 
information is available as a result of this and similar letters and, through the 
cooperation of the members of our association, the initial action to be taken 
would be through friendly cooperative conferences with representatives of 
Lloyd’s and other unauthorized insurers, to determine first if the current unneces- 
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sary and competitive exporting of insurance premiums cannot be curtailed 
without recourse to more drastic remedies. 
Your cooperation is earnestly solicited. 
Sincerely yours, 
JOHN F. NEVILLE, Secretary. 


gpectaL COMMITTEE ON Direct WRITING ACTIVITIES oF LLOyD’s AND OTHER 
UNLICENSED INSUKERS 


(Additional data received from member companies) 


From letter of May 20, 1955: 

“The inland marine department reports ‘Question 1—The only account which I 
can remember being written through Lloyd’s was a reporting form policy on 
stock, for the J. M. McDonald Stores in Nebraska. This line was written through 
the Weaver-Minner Agency of Lincoln, Nebr., several years ago. Lloyd’s wrote 
this business because they included one or two additional perils which the domes- 
tie companies could not include under an MLSO reporting form. The annual de- 
posit premium was in excess of $20,000. Whether or not they continued to write 
this business is not presently known by the writer.’ 

“Our fidelity and surety department reports as follows: ‘In 1950, 1951, and 
1952, we were writing, filing and recording indemnity bonds for a number of the 
local banks, including the Commerce Trust Co., Traders Bank, and Westport 
Bank. We lost most of the business to Lloyd’s in 1952 as a result of their 
solicitation of the business at a rate considerably less than we thought was re- 
quired. Our premium volume at that time was running from $8,000 to $12,000 a 
year on these risks. As an interesting sidelight, I have just now learned that 
Lloyd’s has recently increased its rate to a level slightly higher than that which 
we started writing the business. 

“JT believe there are quite a few fidelity risks written by Lloyd’s in Missouri, 
some on nonstandard forms and others on forms comparable to standard cover- 
age, but at premiums far less than our rates. For example, we had an inquiry a 
few days ago about coverage written on specified officers and employees of the 
board of trade. There is an underlying schedule on six named individuals and a 
separate excess blanket bond on the same individuals. This method providing 
coverage was in the Towner manual for years and while it is no longer listed in 
the manual, the coverage is still permissible. This is, therefore, a case of pro- 
viding substantially the same coverage as is available from domestic companies. 
The premium charged by Lloyd’s is approximately 60 percent of our manual for 
the coverage. 

“The arrangement which Peerless Casualty has with Scarbrough of Chicago 
for writing bankers blanket bonds is quite well known. As I understand it, 
Peerless reinsures 85 percent to 90 percent of each bank risk in Lloyd’s. The 
coverage afforded is only slightly different from that of the standard forms but 
we find their rate quotations to be as much as 25 percent to 30 percent below 
manual rates.’ ” 

From letter of October 27, 1955: 

“Re Gold Star Mattress, Inc. 9-11 and rear Federal Street, Providence, R.I.; 
Sun dial Optical Co., 244 and rear Oak Street, Providence, R.I.; Everlasting 
Corsage, Ine., 102 High Street, Pawtucket, R.I. 

“On October 17, 1955, we requested breakdown of losses as well as amounts 
paid for above risks during past five years. Will you kindly advise same as we 
must replace stock company lines in the Lloyd’s market immediately.” 

From letter of February 17, 1956: 

“Goldblatt Bros., main office Chicago, operate a chain of department stores 
and we have enjoyed a participation of 8 percent on the risk under a reporting 
cover form for a number of years and the provisional premium was $13,884. 

“The agents on the risk at the present time have advised us that they are about 
to lose control, due to the fact that an agent representing Lloyd’s has made 
them an offer on a deductible of $5,000 per location, with a savings in premium 
to the assured of $20,000.” 

From memo of July 16, 1956: 

“As you know housing construction at Air Force bases as provided by the 
Capehart bill will result in probably $100 million to $200 million construction 
within the next 6 or 8 months. 
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“TI have corresponded with you recently concerning the encroachment of 
Lloyd’s on the builder’s risk of the Centex Construction Co. in connection with 
the Florida project at the Eglin Air Base. This was to be constructed by the 
Centex Construction Co. who have a contract for some $7 million. Ag you 
probably know, I have presented to the fire insurance commissioner in Austin, 
the Lloyd’s policy which was issued to the Centex Construction Co. and in 
connection with which coverage I have requested an interpretation of the 
legality of it. As yet I have not heard from the commissioner. 

“George now advises me that the assureds, Centex Construction Co., have 
arranged for the Lloyd’s office here in Dallas to issue a similar policy for them 
through George McClure in order that George may secure the commission on 
the Florida project. George tells me that he would prefer not to handle it 
through Lloyd’s if possible to handle it in any other manner. He still maintains 
that his assured will not buy the contract if it is illegal. 

“In addition to the above, the Centex Construction Co. is bidding on some 
million of housing construction under the Capehart bill to be let at Fort Benning 
Fort Knox, and Celina Air Force Base in Kansas during the period from July 
24 to August 2. They will probably bid on others. 

“George advises me that he would like very much to see the builders’ risk op 
this and probably other construction which Centex may secure—that is, if they 
secure any of these projects—and also on other projects which other contractors 
secure go to stock companies. However, he is convinced that unless some form of 
at least some semblance of competitive value to the Lloyd’s policy is not devised 
that it will all go to Lloyd’s. It seems that Lloyd’s have made it a point to make 
themselves very familiar with the construction under the Capehart Act and are 
keeping close contact with all bids and all contractors due to the possibility of 
writing such a large volume of desirable builders’ risk insurance.” 

From letter of July 13, 1956: 

“The new city hall in Dallas, Tex., $8 million in value, was written up in our 
company as a builder’s risk, then canceled because Lloyd’s wrote the risk at one- 
half the usual rate. This was direct, not as reinsurance of any fronting com- 
pany, and there was no deductible. Since then several other builders’ risks in 
Dallas have been lost the same way. Now they are to write the builder’s risk 
on the dwellings at the Eglin Air Force base near Valparaiso in Florida, also 
at a deviated rate. They are also going to write direct policies for a new cotton 
pool which will compete with the Cotton Association. In addition we have lost 
some other large lines to Lloyd’s direct competition. All of this we have pro- 
tested when dealing with Lloyd’s reinsurance brokers but so far to no avail.” 

From letter of July 19, 1956: 

“An $8 million builder’s risk line on the new municipal building in Dallas was 
lost by us to Lloyd’s who deviated the rate by one-half. Our policy had actually 
been written and delivered. This week they are offering and probably will write 
the dwelling builder’s risk at the Eglin Air Force Base near Valparaiso in 
Florida at a reduced rate and including transit coverages. We have copies of 
their certificates. Several large reporting covers we have been negotiating on 
were lost to Lloyd’s no deductibles. Naturally, we have protested all this and 
more when negotiating reinsurance transactions with Lloyd’s but their direct 
writings still continue to make unfair inroads.” 

From letter of December 4, 1956: 

“Ranchers Cotton Oil: This line has been written by one of our Fresno, Calif, 
agents for several years and we have participated in it. We are advised by 
our Pacific coast office that the entire line now written by our agent was canceled 
short rate on December 1, 1956. Our information is that Bayly, Martin and 
Fay, Inc., of Los Angeles have negotiated coverage through Lloyd’s of New York, 
and Lloyd’s of New York is composed of five subscribing underwriters, all mem- 
bers of the New York insurance brokerage firm of Cornwall & Stevens. 

“The total amount of liability is $4,600,000, and, again, our information indi- 
cates that the coverage through Lloyd’s is in a single policy and on a named peril 
basis including replacement cost coverage on buildings and equipment and mar- 
ket value as respects stock in process and finished. The premium is payable 
monthly upon submission of a report of total values at risk and at a single unit 
rate that would produce a saving to the assured of approximately 50 percent 
of the premium they are now paying based on presently published 5-year term 
rates. In addition to the above, it is stated that extensive use is made of the 
reinsurance facilities of Lloyd’s of London, and a considerable volume of the 
business is also placed with prominent American carriers.” 











: of 


you 
tin, 
l in 
the 


ave 
hem 
| On 
e it 
ling 


ing, 
‘uly 


On 
hey 
ors 
1 of 
sed 
ake 


of 


our 


om- 


aril 
ar- 
ble 
nit 
ent 
rm 


the 


THE INSURANCE INDUSTRY 3079 


Associated Aviation Underwriters, 90 John Street 


Mr. David de R. M. Scarritt, manager, called J.F.N. at noon today. J.F.N. 
outlined the problem that the Lloyd’s committee has in assembling information 
about the unlicensed insurers problem. This call was made pursuant to the sug- 
gestion of Mr. Crafts, chairman. 

Mr. Searritt said that the problem which the committee was examining was 
one upon which he held very strong views and did not feel it was nearly as deli- 
cate a matter as some people in the industry indicated it was. He also stated 
that the aviation industry was an unfortunate example of the inroads which 
had been made by unlicensed insurers. He acknowledged that he perhaps suf- 
fered some criticisms over the years for his strong position. He also stated 
that he had opposed, insofar as he could, the apathy that was shown by licensed 
companies in connection to this subject. 

Mr. Scarritt wondered if the America Fore Insurance Group and Chubb & Son 
Group were members of our association and stated that he would be glad to give 
us a memorandum of his experiences in the aviation insurance industry in this 
regard, provided such a course met with the approval of his members. He 
was of the opinion that there would be no opposition to his providing us with 
some information that we requested. 

J.F.N. 
United States Aviation Underwriters, Inc., 80 John Street 

Mr. Albert J. Smith, president, called J.F.N. in the p.m. of February 4, 1957, 
concerning the desire of the committee for information. Mr. Smith acknowl- 
edged that there was a very real problem in the aviation insurance industry 
and expressed his pleasure that a committee of chief executives was looking 
into the situation. 

J.F.N. explained that the committee was making haste not only slowly but 
delicately and realized that the matter would have to be approached in this 
manner if cooperation is to be attained with other interested parties. 

J.F.N. stated that the committee would appreciate any general information 
that Mr. Smith might have experienced through his organization in connection 
with the activities of unlicensed companies and the loss of insurance premiums 
through such companies. It was emphasized that there was no desire on the 
part of the committee at this time to have specific information which would iden- 
tify a situation. It would be enough if the general outline of a particular case 
were delineated so that the committee would be in a position to state with some 
authority that a certain situation existed. 

Mr. Smith said that he fully understood and would be glad to cooperate with 
the committee. He promised to send us a memorandum outlining the problem 
as he has found it, but he would like to have a little time so that it could be 
prepared factually and carefully. 

J.F.N. 
United States Aviation Underwriters, Inc., 80 John Street 


J.F.N. attempted to get in touch with Mr. R. M. Chambers, chairman of the 
board, and was informed that he was not in the office and was not expected 
for several months. 

J.F.N. then tried to talk with Mr. Albert J. Smith, president, and found 
that he was not in the office. 

At this point, J.F.N. was turned over to Mr. B. A. Bradenbaugh, assistant 
to the president. J.F.N. explained the desires of the committee to Mr. 
Bradenbaugh and the fact that the call was being made at the suggestion of 
Mr. Crafts. Mr. Bradenbaugh appeared interested and conceded that the prob- 
lem did exist in the aviation field. He stated that some of the airlines, includ- 
ing Capital and Delta, appeared to be purchasing some “package” deals in 
unlicensed companies. 

Mr. Bradenbaugh indicated that someone else in their organization would 
bein touch with J.F.N. very soon. 

J.F.N. 


Mr. James Crafts, chairman of committee, visited J.F.N. in AIA office. Mr. 
Crafts suggested : 

1. That J.F.N. acquaint Beckwith of Inter-Regional with the desire of com- 
mittee for general information and ask Mr. Beckwith to cooperate to that end. 

2. Ask Mr. Olaf Nordeng if he has any information concerning the reported 
severe competition from unlicensed insurers that was allegedly developing 
in the individual group accident and sickness fields. 
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3. Write Harry McClain, of the Indiana Association of Insurance Agen 
that the committee would appreciate any general information on the Subject 
which Mr. McClain had brought to Mr. Neville’s attention (large line lost to 
licensed agents through an unlicensed Texas broker and written in an unli 
censed company). 

4. Mr. Crafts also suggested that the next agenda for a meeting of the 
committee include: 

(a) Explore possibilities of unlicensed competition in the aviation insur. 
ance field; 
(b) Competition in group accident and sickness business. 

5. Next meeting tentatively set for last week in April 1957, just preceding 
annual meeting. 

6. In connection with the unlicensed competition being felt in the aviation 
insurance field, Mr. Crafts suggested, after a conversation with Mr. Parsons 
of Chubb & Son, that J.F.N. acquaint the two following organizations with 
the desire of the committee for general information on the subject of unlicensed 
competition : 

(a) Associated Aviation Underwriters, 90 John Street (telephone: 
BE3-3484), Mr. David de R. M. Scarritt, manager. . 

(b) United States Aviation Underwriters, Inc., 80 John Street (tele. 
phone: WH3-6110), Mr. R. M, Chambers, chairman of the board, Mr. 
Albert J. Smith, president 


J.F.N. 


Associated Aviation Underwriters, 90 John Street 
David de R.M. Searritt, manager. 
United States Aviation Underwriters, Inc., 80 John Street 


R. M. Chambers, chairman of the board: Albert J. Smith, president. 

John F. Neville visited Mr. Beckwith of Inter-Regional and acquainted him, 
verbally, with the desire of this committee for general information concerning 
risks which are being exported and which should be written in the American 
market. This was done at the suggestion of Mr. Crafts, when he was in the office 
yesterday. Mr. Beckwith indicated that he understood and would cooperate if 
anything came to his attention. 


AMERICAN INSURANCE ASSOCIATION 
January 30, 1957. 
Mr. OLAF NORDENG, 
Vice President, Aetna Casualty & Surety Co., 
Hartford, Conn. 


DeAR Mr. Norpene: Chairman Crafts, during a visit to this office, related that 
some evidence of rather severe competition from unlicensed insurers had de 
veloped in the individual and group accident and sickness fields. As this appears 
to be an area which was not explored at the meetings of the committee, Mr. Crafts 
requested that I write you asking if you had any information which might help 
us in this regard. 

Very truly yours, 
JOHN F’.. NEVILLE, Secretary. 


AMERICAN INSURANCE ASSOCIATION, 
January 380, 1957. 
Mr. HArry E. McCralin, 
Executive Secretary, 
Indiana Association of Insurance Agents, 
Indianapolis, Ind. 


DeaR Harry: It was very pleasant to talk to you and some of your officers 
recently in connection with certain aspects of the unlicensed competition in 
which we are all interested. Since your call I have been turning the matter over 
in my mind and I am afraid you may have received the wrong impression from 
my suggestion that a letter be written to us outlining the salient features of the 
particular transaction which we discussed. I did not mean that the name of the 
insured or the broker or agents involved need be mentioned, and I should have 
made clear to you that a general outline of the transaction without indenti- 
fication would be sufficient for our purposes and would be very helpful. Inci- 
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dentally, I hope that you and your officers feel that the circumstances will allow 
ou to transmit the information to us. a : 

You did not give me a clear idea when I could expect to see you in New York. 
{ hope that will be soon and that when you come you will bring Mrs. McClain 
with you so that we may all have a long overdue visit. Please give my best to 
all and let me hear from you. 

Cordially yours, 
JOHN F. NEVILLE, Secretary. 


RoOYAL-LIVERPOOL INSURANCE GROUP, 
New York, N.Y., March 14, 1957. 


COMMITTEE TO ADVISE WHETHER AMERICAN INSURANCE ASSOCIATION SHOULD 
QUALIFY AS AN ADVISORY ORGANIZATION 


Dear Mr. NEVILLE: I have sent copies of the attached letter from Hale 
Anderson to the other members of the lawyers committee for their advice and 
comment. This is an excellent job of legal analysis and I think most of the 
other members of the committee will fully concur without any further ado. 

Yours very truly, 
H. CLay JOHNSON, 
Deputy U.S. Manager. 


HARTFORD FIRE INSURANCE Co., 
Hartford, Conn., March 12, 1957. 
Mr. H. CLay JOHNSON, 
Deputy U.S. Manager, Royal-Liverpool Insurance Group, 
New York, N.Y. 

DearR CLay: I have gone ahead with the assignment described in your letter 
of February 11, 1957, to Mr. Neville, and enclose a memorandum giving my 
views. They have been reached reluctantly and with full recognition that the 
question is a difficult one. Please be certain that 1 have an open mind on the 
subject and shall be very much interested in what the other gentlemen have 
had to say. 

With best regards. 

Yours very truly, 
HALE ANDERSON, Jr., Attorney. 


Re ADVISORY ORGANIZATIONS STATUS OF AMERICAN INSURANCE ASSOCIATION 


On January 8, 1957, the general committee authorized the chairman to 
appoint a committee of lawyers to advise whether the association should qualify 
as an advisory organization, a report to be made to the general committee at 
its meeting on May 1. 

Article II of the articles of association states that— 

“The object of the association is to provide for its members a forum for 
the discussion and consideration of problems of the insurance business upon 
which the consensus may be taken without any binding effect upon the associa- 
ation or the membership.” 

This nonbinding effect of article II is reinforced by subdivision (b) of article 
V which states that, “Binding action by the membership and voting thereon 
shall be confined to those matters necessary for the administration of this 
association.” 

Section 10 (a) of the all-industry rate regulatory bill defines an advisory 
organization as follows: 

“Every group, association or other organization of insurers whether located 
within or outside of this State, which assists insurers which make their own 
filings or rating organizations in ratemaking, by the collection and furnishing 
of loss. or expense statistics, or by the submission of recommendations, but 
which does not make filings under this act, shall be known as an advisory 
organization.” : 

The New York counterpart of the foregoing definition is to be found in section 
180 of insurance law, subdivision 6 of which provides in part as follows: 

“Every person, partnership, association or corporation * * * who or which 
* * * formulates rules, establishes standards, or assists in the making of rates 
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for the information and benefit of insurers or rating organizations in th. 
transacting of insurance business on property or risks located within this 
State, * * * shall be known as * * * an advisory organization. * * *” 

Whether the association should qualify as an advisory organization ig Dot 
to be determined alone by the provisions of the articles of association. of at 
least equal import is the record of its actual activities. 

At its meeting of September 14, 1956, the association membership adopted the 
following resolution : 

“As the association of senior executives in the fire, casualty, marine, ang 
fidelity and surety fields, American Insurance Association may consider any 
matter of policy affecting the welfare of the business, and arrange fo, 
communication channels so that other industry organizations will be apprigeg 
of its recommendations.” 

Without speculating over whether the foregoing resolution was intended tp 
or could validly enlarge the competence of the association as stated in its 
articles of association, the paramount question is as to whether the resolution’s 
stated objectives have been implemented by association action to such ap 
extent that the advisory organization’s statutes have been rendered applicabjie, 

At the membership meeting of September 14, 1956 (see p. 16 of the minutes), 
it was voted to refer for study Inter-Regional Insurance Conference’s January 
20, 1956, recommendation that an earthquake or volcanic eruption endorsement 
for dwellings be used only with specified policies, and that those organizations 
within the industry concerned with the matter should be advised that such study 
would be made. 

At their January 9, 1957, meeting the members voted that the association 
recommend to Inter-Regional Insurance Conference that a review of the dwel- 
ling rate schedules be undertaken by Inter-Regional on a countrywide basis with 
a view to recommending a more simplified and realistic approach to the dwelling 
fire rate structure. (See pp. 16 and 17 of the minutes.) At the same meeting (gee 
p. 13 of the minutes) the membership accepted a committee report recommending 
that the National Bureau and National Automobile Underwriters Association 
appoint committees to study the areas in which those two organizations might 
cooperate more effectively, the feasibility and advisability of establishing a 
single organization for the rating of automobile business and the methods by 
which the establishment of such single organization would be carried out 
should a single organization be found to be feasible and advisable. Page 12 
of the same minutes reports the vote under which it was decided to appoint a 
committee to confer with the actuarial bureau of the National Board of Fire 
Underwriters for the purpose of determining a feasible method of breaking 
down statistics in order to include loss adjustment expenses with pure losses for 
ratemaking purposes. This action was implemented at a meeting held on 
February 7, 1957, between the association’s committee and the National Board’s 
actuarial bureau at which time the concept of loss adjustment expenses by 
States was abandoned and the actuarial bureau undertook both to procure 
certain detailed information and to prepare certain exhibits for submission to 
American Insurance Association. Further studies regarding rates are described 
in the minutes of the meeting between the committee considering the impact of 
inflation on rates and the managers of several rating and advisory organizations. 
This meeting, held on February 8, 1957, explored the problem of rates in some 
detail with a view to continued joint consultations in the future. 

Most of the foregoing decisions of the full membership have, of course, had 
prior consideration by the general committee which, under article VII of the 
articles of association, serves as the principal committee for the association. 
It was this committee’s meeting on September 13, 1956, which authorized the 
appointment of a committee to study the impact of inflation on rate levels. 
The committee’s meeting of January 8, 1957, adopted the automobile rating 
organization program above referred to, considered a report regarding use of 
the earthquake endorsement for dwellings, and discussed in some detail the 
impact of inflation on rate levels. 

There is a lack of judicial precedent regarding advisory organization statutes. 
This permits some degree of latitude in the manner in which the statutes’ ap- 
plicability or inapplicability to American Insurance Association is to be deter- 
mined. One consideration is as to whether the association is formulating rules, 
establishing standards, or assisting in the making of rates, or assisting in the 
making of rates by collecting and furnishing loss or expense statistics or sub- 
mitting recommendations. The primary concern here would be as to whether 
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the association, within the narrow meaning of the words employed in the 
statutes, is intimately concerned with rating procedures and the material used 
py rating organizations in arriving at rates. Another and somewhat less precise 
approach is to consider the association’s relationship to the insurance industry 
asa whole. It would be well to take both approaches. 

Is the association collecting and furnishing loss or expense statistics? 
Is it submitting recommendations regarding rates? Is it formulating rules, 
establishing standards, or otherwise assisting in the making of rates? Grounds 
exist for concluding the same, if not all, of these activities are to be found 
in the factual picture. The association has interested itself in the earthquake 
exposure, if not as to rate at least as to a form, the use or nonuse of which 
could have an effect on experience and therefore on future rates. The associa- 
tion has made recommendations to Inter-Regional Insurance Conference as 
respects dwelling rates, such recommendations not having touched upon the 
rates themselves but having preliminarily advised Inter-Regional Insurance 
Conference as to what should be done. The establishment of a single auto- 
mobile rating organization would probably not, standing alone, affect rates 
as such. At the same time, the association’s wishes in this respect might be 
taken as having a vital effect on the entire automobile rating program since 
such wishes, if carried out, would go to the very being of the rating organiza- 
tions concerned. Comparable observations might be made regarding consulta- 
tions with the actuarial bureau of the national board as respects statistical 
procedures and the association’s concern with the impact of inflation on rate 
levels. None of these activities on the part of the association constitute the 
collecting and furnishing of loss or expense statistics but they may well be 
yiewed as entailing the submission of recommendations, the establishment of 
standards or, at least obliquely, assistance in the making of rates. 

Turning to the broader aspects of the problem, the above-quoted resolution 
of September 14, 1956, is particularly significant since it left little if any ques- 
tion that the association is deemed to be of paramount importance and that no 
other interested organization in the business is to be left uninformed regarding 
such recommendations as the association may make. The association’s minutes 
show that it is interested in the fire and casualty business as a whole. Since 
members are represented by senior officers whose function it is to make policy, 
it is also clear that the association’s decisions will, at the very least, be accorded 
weight by advisory organizations and ratemaking organizations. The real import 
of the resolution of September 14, 1956, comes into focus when it is recognized 
that the association enables senior company officers to inform themselves and 
act in one forum without the administrative difficulties inherent in seeing to 
it that each problem is separately and properly resolved by their own staffs in 
the rating or advisory organization primarily concerned at the operating level. 

Viewing the problem from the twin standpoints of statutory terminology 
and overall purpose and effect of the organization, then, there appear to be 
sound reasons for concluding that the advisory organization statutes could be 
or might be invoked. 

The actual scope of the association’s activities seems to have gone beyond 
that which was originally contemplated when the articles of association were 
prepared. While the January 8, 1957, authorization for legal review did not 
raise it, there is a serious question as to whether some of the association’s 
activities have become ultra vires by force of circumstances. Discussion and 
consideration of problems and the taking only of a consensus are activities 
which may properly be carried out under the articles of association as now 
drawn since the end result would be but a clarification of views with no binding 
effect upon the membership. A different conclusion must be drawn, however. 
if association decisions are transmitted to advisory and rating organizations 
for execution or if consultations with such other organizations have the net 
effect of directing their activities. 

It is submitted that the association is presently in a dubious position, both 
as respects adherence to its articles of association and its position under the 
advisory organization statutes. Alternative methods of solution are available. 
Inasmuch as the association now serves as a leading forum for senior officers 
and shows every indication of becoming more important as time goes on, one 
choice is to give it scope with which to grow. Another is to require adherence 
to the present articles of association. If the former choice is elected, revision 
of the articles of association and qualification as an advisory organization will 
hecessarily have to follow. 


HH: As oF. 
49732—60—pt. 5 33 
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AMERICAN INSURANCE ASSOCIATION, 
March 12, 1957 


COMMITTEE ON DIRECT WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIEy 
INSURERS 


Mr. JAMES F. Crarts, President, 
The Fund, 
San Francisco, Calif. 


Deak Mr. Crarts: There have been two recent developments in conneetioy 
with this subject which I feel may be of some interest to you. Mr. Herbert B 
Soward, vice president, America Fore Insurance Group, has been appointed 
chairman of the committee for the Inland Marine Insurance Bureau to gather 
information for you pursuant to our letter requesting it. 

Mr. Soward had lunch with me today for the purpose of clarifying his ag. 
signment, and I did my best to explain what the AIA committee was striyip 
for. Mr. Soward is most cooperative and will do his best to collect the informa. 
tion which we are seeking. He indicated that he would go immediately to the 
railroad, cotton, grain, and perhaps the marine office to get their story. He 
expected this part of his assignment to be relatively easy, but indicated tha 
the information in connection with the exporting of insurance would be more 
difficult to develop from the individual companies. I am certain we can expec 
full cooperation from this source. 

The second subject I wish to mention was the reported objection to our letter 
which arose at a recent meeting of the Association of Casualty and Surety 
Companies. As I got the story, the representative of the Insurance Company 
of North America raised some question as to our meaning when we used the 
language in the last full paragraph of our letter: “without recourse to more 
drastic remedies.” The above was reported to me unofficially by one who at. 
tended the meeting. 

A short time later, Mr. Richard Wagner, of the staff of the Association of 
Casualty and Surety Companies, called me and stated that the association 
wished to circulate our letter requesting information to the membership of the 
Association of Casualty and Surety Cos. He then stated that there were a few 
words, however, to which some objection had been raised, and he wondered if he 
could delete these words when the letter was circulated. These words, of course, 
turned out to the be “without recourse to more drastic remedies.” I did not 
indicate that I had already heard about the discussion at their meeting, and, 
feeling that you would agree to the deletion of those words, I told him that such 
an amendment to my letter would be acceptable to us. I hope you agree that 
this was the correct thing to do. 

Other than the foregoing, things seem to be relatively quiet pertaining to the 
Lloyd’s problem in these parts. 

Sincerely, 


JOHN F. NEVILLE, Secretary. 


AMERICAN INSURANCE ASSOCIATION, 
March 15, 1957. 


COMMITTEE TO ADVISE WHETHER AMERICAN INSURANCE ASSOCIATION SHOULD 
QUALIFY AS AN ADVISORY ORGANIZATION 


Mr. H. Clay JOHNSON, 


Deputy United States Manager, Royal-Globe Insurance Group, 
New York, N.Y. 


Deak Mr Jounson: Thank you for favoring me with a copy of Mr. Hale 
Anderson, Jr.’s, opinion in the above matter. I have just finished reading it and 
found it of great interest. 

As the general committee will be interested in the final conclusions of your 
committee, permit me to take this opportunity, on behalf of Chairman Heard, 


to invite you to meet with it at 4 p.m., at Skytop, on May 1, for the purposes 
of making your report. 
Sincerely, 


JOHN F. NEVILLE, Secretary. 
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FYREMAN’sS Funp INSURANCE Co., 
San Francisco, March 18, 1957. 


gouMitTee ON DIRECT WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


yr. Joun F. NEVILLE, ‘ 
secretary, American Insurance Association, 
New York, N.Y. 

Deak Mr. NEviLte: I have read with interest your letter of March 12 cov- 

your recent discussions with Messrs. Soward and Wagner which come 

ander the purview of this committee. As no action is required, this will simply 
acknowledge your letter. 

With respect to your closing paragraph, I wish I could say it was countrywide 
for I have just learned that Lloyd’s have just taken one of the major industrial 
accounts, Colorado Iron & Fuel, on a direct basis. I am endeavoring to get the 


Sincerely yours, ; 
JAMES F. Crarts, President. 


AMERICA FoRE INSURANCE GROUP, 
New York, N. Y., March 20, 1957. 
Mr. H. Cray JOHNSON, 
Beecutive Vice President and General Counsel, 
Royal-Liverpool Insurance Group, 
New York, N.Y. 


Dear Mr. Jonnson: I have received a copy of Hale Anderson’s memorandum 
of March 12, 1957, relative to the necessity for the American Insurance Asso- 
dation to qualify as an advisory organization. 

My own review of the situation confirms the general conclusion reached by 
Hale that the definition of an “advisory organization” found in the statutes 
includes an organization performing such functions as are accomplished by A.IL.A. 

It is my understanding that the original plan of A.I.A. was to provide a 
“forum” where a consensus would be obtained without any binding effect on 
the members of the industry. The organization, however has now developed 
to a point where such consensus of opinion is no longer obtained solely for the 
information of the association members but the practice is to transmit this 
“eonsensus” to the rating, statistical, or advisory organization normally exer- 
cising jurisdiction over the problem. When the time arrives for the representa- 
tives of the insurance companies in these various organizations to decide what 
action should be taken on a particular problem, the fact that senior executives 
of the same companies have expressed themselves is a decisive factor. 

In effect, these organizations are receiving and acting upon recommendations 
of ALA. as to various matters including matters affecting rates. Among the 
matters upon which the A.I.A. has expressed itself are the graduated rate plan 
in Texas and the optional earthquake endorsement. 

While the opinion of A.I.A. is expressed as a “consensus,” it amounts to a 
virtual “recommendation.” At the present time a committee of A.I.A. is con- 
sidering an aspect of the inclusion of allocated loss adjustment expenses with 
losses and this committee has conferred with the national board, of the I.M.1.B. 
and the National Bureau of Casualty Underwriters. The final decision of A.I.A. 
on this subject will be a recommendation affecting ratemaking. 

The former Insurance Executives Association was qualified as an advisory 
organization in about 35 jurisdictions. However, article II of the articles of 
association of the I.E.A. provided as folldws: 

“The objects and purposes of the association are: 

. a * 7 +. ” s 


“(f) to furnish such information, advice, and recommendations as the associa- 
tion may deem appropriate to regulatory authorities, companies and rating and 
other organizations.” 

Apparently the A.I.A. is performing functions in this regard similar to those 
previously performed by the I.E.A. 

Section 180(6) of the New York insurance law was quoted by Hale Anderson. 
Another section of New York law affecting advisory organizations patterned after 
all industry legislation is section 182 which reads as follows: 

47932—60—-pt. 7-34 
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“Every service or advisory organization shall file with the superintendent a 
copy of its constitution * * * and the bylaws and all amendments thereto, under 
which it operates * * * and such other information as the superintendent mg 
require. Service or advisory organizations shall be subject to examination by 
the superintendent, as often as he may deem it expedient. 

“If, after a hearing, the superintendent finds that the furnishing of such infor. 
mation or assistance involves any act or practice which is unfair or uDreason. 
able * * * he may issue a written order requiring the discontinuance of such 
act or practice. 

“No insurer which makes its own filings nor any rating organization shall sup. 
port its filings by statistics or adopt ratemaking recommendations, furnished 
to it by an advisory or service organization which has not complied with this Sec. 
tion. * * * If the superintendent finds such insurer or rating organization to 
be in violation of this subsection he may issue an order requiring the diseop. 
tinuance of such violation.” 

The items of interest in this section are the following: (1) The requirement 
for filing articles of association; (2) the fact that advisory organizations are 
subject to examination; and (3) the fact that rating organizations may not cop. 
tinue to act on recommendations of advisory organizations not qualified, 

Inasmuch as in the practical operation of A.I.A. both present and future it js 
contemplated that recomendations will be made to rating organizations and singe 
it may be desired that such organizations adopt such ratemaking recommenda. 
tions, it would appear to me that it would be advisable, in order to prevent 
insurance department action, that A.I.A. qualify as an advisory organization, 

We note, that if an advisory organization qualifies, it will be open to exami. 
nation by the department. As to whether such provisions would be a sufficient 
reason for failing to qualify would depend on how burdensome such a require. 
ment would be in the light of the experience of the I.E.A. and other advisory 
organizations in this regard. 

If the eventual consensus is to qualify, then consideration should be given to 
making some modification of the “‘object” clause of the A.I.A. articles of associa. 
tion to include a purpose similar to that expressed in article II(f) of the LEA. 
articles. When filings are made in the various States, the suggested amend- 
ment will obviate the necessity of explaining that while the articles of A.LA., do 
not indicate that it is an advisory organization, it is performing such functions 
as a practical matter. 

Very truly yours, 
H. G. RoLeEKE, General Counsel. 


AMERICAN INSURANCE ASSOCIATION, 
April 4, 1957. 
Mr. H. CLay JOHNSON, 
Deputy United States Manager, Royal-Globe Insurance Group, 
New York, N.Y. 

DEAR Mr. JOHNSON: At the recent program committee meeting you requested 
that I send you certain information from the minutes of the September 14, 
1956, meeting of American Insurance Association at the Hotel Pierre, having to 
do with matters which the membership believe could be considered by the 
association. 

Feeling that you may wish to have a little more of the background in this 
connection, I am enclosing the preliminary material from the minutes which 
leads into the action taken, as follows: 


“REPORT OF COMMITTEE TO CONSIDER WAYS AND MEANS OF ENHANCING THE 
USEFULNESS OF THIS ASSOCIATION 


“Chairman Heard requested the chairman of this committee to present his 
report. Mr. Crafts made a verbal report giving the background of the reasons 
for the appointment of the committee about a year ago. He stated that there 
were those in the membership who believed that it was time for American In- 
surance Association to take a more definite form and thereby be in a position to 
have more influence than was possible under the forum type of organization 
which now exists. 

“He stated that in discussing the matter with the general committee there 
had been some suggestion of a questionnaire, the purpose of which would be 
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licit from the membership an expression as to the type of organization they 
0 ed. The general committee had requested that before any such question- 
= was submitted to the members of the association that it be brought before 
tbe general committee for discussion. ‘ ; ciesieaiiatansd 
“Such a questionnaire was discussed with the general commit ee an - 
siderable time was spent on the form and meaning of each question init. 4 fter 
veral hours of discussion, it was apparent that no unanimity of thinking 
So possible on the questionnaire, as such, and it was determined that it should 
not be sent to the membership at this time. . . 
“However, a compromise was reached and the resulting statement will be 
jaced before the membership for its consideration. : : b 
“It was duly moved, seconded, and carried that the following resolution which 
pas heretofore been approved by the general committee be adopted by the 
ship: 
SEE tae association of senior executives in the fire, casualty, marine, fidelity, 
and surety fields, American Insurance Association may consider any matter of 
licy affecting the welfare of the business, and arrange for communication 
channels so that other industry organizations will be apprised of its recom- 
mendations.’ ” ; 
If you have any questions concerning this, please do not hesitate to call upon 


Very truly yours, 
JOHN F. NEVILLE, Secretary. 


UNITED STATES FIDELITY & GUARANTY Co., 


Baltimore, Md. April 4, 1957. 
Mr. H. Clay JOHNSON, 


Brecutive Vice President and General Counsel, Royal-Liverpool Insurance Group, 
New York, N.Y. 


Deak CLAY: It has been very helpful to me to have the benefit of the written 
opinions of Messrs. Anderson and Roleke on the question whether AIA should 
qualify as an advisory organization under State rating laws. These gentlemen 
favor qualifying, although Mr. Anderson adds that he reached this conclusion 
reluctantly and with full recognition that the question is a difficult one. 

I concede that AIA has displayed interest in the area of rates. Where that 
interest has taken the form of studies, discussion, and consideration, I anticipate 
we would all agree that such things would not of themselves constitute AIA an 
advisory organization. 

I further concede that AIA has implemented such things by making recom- 
mendations to various organizations. Under the advisory organization section 
of rating laws, what is the legal effect of the recommendations? I submit there 
is no legal effect where the recipient is not a rating organization. For this 
view I rely upon subsection (d) of the advisory organization section of the all- 
industry rating bill. That subsection reads in part: 

“No * * * rating organization shall support its filings by statistics or adopt 
ratemaking recommendations, furnished to it by an advisory organization which 
has not complied with this subsection * * *.” 

This provision means to me that AIA would not be an advisory organization 
unless two conditions exist, viz: First, if it furnished ratemaking recommenda- 
tions, ete, to a rating organization and, second, if such recommenda- 
tions were adopted by the rating organization. Do these two conditions exist? 
As Tread the record, they do not. Indeed, I do not perceive the existence of the 
basic first condition, the recipient being a rating organization, much less the 
existence of the complementary second condition. 

If my distinction as to the requisite recipient of rate recommendations by AIA 
should be persuasive to your committee, I venture that it would provide the 
ground for the conclusion that AIA is not an advisory organization. 

I suppose it is necessary to go one step farther. If we start with the limited 
object of AIA as set forth in its articles of association, and look at the expanded 
operations, as evidenced by the actual operations, I get the feeling that the lat- 
ter, if continued, may some day include AIA furnishing ratemaking recommenda- 
tions to a rating organization. I do not say that this prognosis should be con- 
firmed, but if it should be, then the question would be this—when should AIA 
qualify as an advisory organization, now or later? We would say later, for the 
reason that the articles of association should be amended, as Mr. Roleke points 
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out, to authorize expanded operations, and at that time qualification 
visory organization could be undertaken. 

In summary : 

1. My point is that, in the area of ratemaking, AIA can study and recommend 
as it pleases, the off-limit being where the recommendation is furnished by it to 
a rating organization, and I do not perceive that off-limit to date. 

2. If actual operations of AIA are to include furnishing ratemaking 
mendations to rating organizations, the articles of association should bp 
amended accordingly, and that will be the time to qualify as an advisory 
organization. 

For your convenience in developing reaction, I am sending a copy of this letter 
to the members of your committee. 

Very truly yours, 


aS an ad. 


J. HARRY Cross, 


RoyA.L-LIvERPOOL INSURANCE Group, 
New York, N.Y., April 10, 1957. 


COMMITTEE TO ADVISE WHETHER AMERICAN INSURANCE ASSOCIATION SHOULD 
QUALIFY AS AN ADVISORY ORGANIZATION 


Messrs. HALE ANDERSON, Jr., J. Harry Cross, HuGH Harsison, H. G. Rotere, 


GENTLEMEN : I have heretofore circulated to the above-named committee letter 
opinions received from Messrs. Anderson and Roleke. Mr. Cross has also cirey. 
lated to the committee his letter opinion addressed to me under date of April 4 
It would appear that all of the letter opinions are in substantial agreement 
both as to the facts relating to AIA’s method of operation as well as to the 
applicable law, except for the point made by Mr. Cross which is that the law 
does not require the qualification of an advisory organization unless its recom. 
mendations are made directly to insurers making their own filings or to rating 
organizations. 

While all of the committee would probably agree with Mr. Cross as to his 
interpretation of the law, it does not necessarily follow that the AIA should not 
voluntarily seek the protection of the law as an advisory organization. The 
advisory organization section of the all-industry type of rate regulatory law was 
inserted at the insistence of stock company members of such organizations in 
order to provide some protection against the impact of the Federal antitrust 
laws and it was intended that all stock company associations which performed 
the function of submitting recommendations as to rates, forms, etc., should 
take advantage of this section by regarding themselves as advisory organiza- 
tions and by duly filing their fundamental documents with the regulatory 
authorities, pursuant to the provisions of the section. The situation is quite 
different from that pertaining to a rating organization where the law provides 
for the actual issuance of a license by the commissioner. In the case of the 
advisory organization, no license or other formal recognition is issued by the 
commissioner and the real initiative must be taken by the advisory organization 
in order to gain the protection intended by the section. The supervisory powers 
which are given to the commissioner under the section with respect to advisory 
organizations have never been regarded as being so onerous as to persuade an 
organization not to seek the protection which the law affords, the underlying 
philosophy being everything to gain and nothing to lose. 

I think we would all agree that, in the absence of some State regulation which 
avoids the impact of the Federal antitrust laws under Public Law 15, there 
is always the danger of an accusation of concerted activity in restraint of trade 
(perhaps by application of the conscious parallelism doctrine) where an organi- 
zation composed of competing companies developS common agreements, un- 
derstandings, or recommendations and it would seem the _ better part 
of wisdom to obtain the protection of State regulation to the fullest extent 
available in order to avoid such impact of the Federal antitrust laws. More 
over, it would seem that if there are any doubts about the effectiveness of the 
State regulation such doubts should be resolved in its favor rather than the 
opposite. There are many company lawyers who have reserved doubts as to the 
legal effectiveness of the advisory organization section of the all-industry rate 
regulatory law, since the commissioner’s powers thereunder are negative rather 
than affirmative in character. Nevertheless, we have seen fit to encourage quali- 
fication under the advisory organization section for what it may be worth. 


Se 
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It seems to me that the same argument should now apply with respect to the 


D ad. 


we am writing and circulating this supplemental letter opinion in order to 
Ive what appears to be the last remaining question. I would appreciate 

mend receiving notice from the committee members as to their concurrence or non- 

it to concurrence in the views above expressed in order that I may then attempt 

to reduce our conclusion to a written report for submission to the AIA General 

>cOM- Committee on May 1. I shall circulate the report to the committee members for 

d be prior approval. 

isory Yours very truly, 

H. Ciray JoHNSON, Chairman. 


Roya.-LIverRPOOL INSURANCE GROUP, 
88, New York, N.Y., April 18, 1957. 


| CommitreeE To ADVISE WHETHER AMERICAN INSURANCE ASSOCIATION SHOULD 
QUALIFY AS AN ADVISORY ORGANIZATION 





57, | 
Messrs. HALE ANDERSON, Jr., J. HARRY Cross, HucH Harsison, and H. G. Roteke. 
1D GENTLEMEN : In view of the short time remaining until the meeting of the 
American Insurance Association General Committee on May 1, I have prepared 
z a proposed report of our committee of lawyers which is a composite of the 
atter | several views expressed by the committee members, all of which have been 
r 


previously circulated, and I am inclosing a copy of the proposed report for your 


rea | approval. I believe the report does no violence to any of the views expressed 
il 4 by the committee. 
nent I would appreciate receiving word from you not later than April 26 in order 
the to allow time for final preparation. 
law Yours very truly, 
ting H. Cray Jounson, Chairman. 
his AMERICAN INSURANCE ASSOCIATION ADVISORY ORGANIZATION STATUS 
not The general committee at its meeting on January 8, 1957, authorized the chair- 
The man to appoint a committee of lawyers to advise whether the American In- 
was surance Association should qualify as an “advisory organization,” such report 
S in to be made to the general committee at its next meeting on May 1, 1957. The 
rust committee of lawyers so appointed consisted of the following: Hale Anderson, 
med Jr, Hartford; J. Harry Cross, U.S.F. & G.; Hugh Harbison, Travelers; H. G. 
yuld Roleke, America Fore; H. Clay Johnson, Royal-Globe, chairman). 
iza- The committee of lawyers reports as follows: 
tory Article II of the articles of association states that “The object of the associa- 
uite tion is to provide for its members a forum for the discussion and consideration 
ides | of problems of the insurance business upon which the consensus may be taken 
the without any binding effect upon the association or the membership.” 
the | This nonbinding effect of article II is reinforced by subdivision (b) of article 
ion | Ywhich states that “Binding action by the membership and voting thereon shall 
ers be confined to those matters necessary for the administration of this association.” 
ory | Notwithstanding the foregoing provisions in the articles, at its meeting of 
an | September 14, 1956, the association membership adopted the following resolution: 
‘ing “As the association of senior executives in the fire, casualty, marine, and fidel- 
. ity and surety fields, American Insurance Association may consider any matter 
‘ich | of policy affecting the welfare of the business, and arrange for communication 
ere channels so that other industry organizations will be apprised of its recom- 
ade mendations.” 
uni- Action in pursuance of this resolution has been taken in the following in- 
un- | stances: 
art | At the membership meeting of September 14, 1956 it was voted to refer for 
ent study Inter-Regional Insurance Conference’s January 20, 1956, recommendation 
re- that an earthquake or volcanic eruption endorsement for dwellings be used only 
the with specified policies, and that those organizations within the industry con- 
the | cerned with the matter should be advised that such study would be made. 
the | At their January 9, 1957, meeting, the members voted that the association 
ate recommend to Inter-Regional Insurance Conference that a review of the dwell- 
her ing rate schedules be undertaken by Inter-Regional on a countrywide basis with 
ali- a view to recommending a more simplified and realistic approach to the dwelling 


th. fire rate structure. 
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At the same meeting the membership accepted a committee report recomme: 
ing that the national bureau and National Automobile Underwriters Acedia 
tion appoint committees to study the areas in which those two organization 
might cooperate more effectively, the feasibility and advisability of establish, 
ing a single organization for the rating of automobile business and the meth 
ods by which the establishment of such single organization would be carr} 
out should a single organization be found to be feasible and advisable. . 

The same minutes report the vote under which it was decided to appoint 
committee to confer with the Actuarial Bureau of the National Board of Fite 
Underwriters for the purpose of determining a feasible method of breakine 
down statistics in order to include loss adjustment expenses with pure Lal 
for ratemaking purposes. (This action was implemented at a meeting held 
on February 7, 1957, between the association’s committee and the national 
board’s Actuarial Bureau, at which time the concept of loss adjustment expenses 
by States was abandoned and the Actuarial Bureau undertook both to procure 
certain detailed information and to prepare certain exhibits for submission to 
American Insurance Association. Further studies regarding rates are described 
in the minutes of the meeting between the committee considering the impact of 
inflation on rates and the managers of several rating and advisory organizations, 
This meeting, held on February 8, 1957, explored the problem of rates in some 
detail with a view to continued joint consultations in the future.) 

Most of the foregoing decisions of the full membership have, of course. had 
prior consideration by the general committee which, under article VIT of the 
articles of association, serves as the principal committee for the association 
It was this committee’s meeting on September 13, 1956, which authorized the 
appointment of a committee to study the impact of inflation on rate levels. The 
committee’s meeting of January 8, 1957, adopted the automobile rating organiza. 
tion program above referred to, considered a report regarding use of the earth. 
quake endorsement for dwellings, and discussed in some detail the impact of 
inflation on rate levels. 

Section 10(a) of the all-industry rate regulatory bill defines an advisory or. 
ganization as follows: , 

“Every group, association, or other organization of insurers whether located 
within or outside of this State, which assists insurers which make their own 
filings or rating organizations in ratemaking, by the collection and furnishing 
of loss or expense statistics, or by the submission of recommendations, but which 


| 


does not make filings under this act, shall be known as an advisory organiza- | 


tion.” 

The New York counterpart of the foregoing definition is to be found in section 
180 of the insurance law, subdivision 6 of which provides in part as follows: 

“Every person, partnership, association, or corporation * * * who or which 
* * * formulates rules, establishes standards, or assists in the making of rates 
for the information and benefit of insurers or rating organizations in the trans- 
acting of insurance business on property or risks located within this state, * * * 
shall be known as * * * an advisory organization * * *” 

It should be noted that the foregoing statutory definitions of an “advisory 
organization” use as a touchstone the “assistance” of “rating organizations” in 
the making of rates and they seem to suggest that if such assistance is rendered 
to other than a “rating organization” then the definition does not apply. This 
interpretation is borne out by section 10(d) of the all-industry bill and by see- 
tion 182 of the New York law, both of which prohibit a rating organization from 
supporting its filings by statistics or adopting ratemaking recommendations fur- 
nished to it by an organization which has not qualified as an “advisory organ- 
ization” (i.e. by filing its organic documents, etc.). 

It is to be noted that in no instance to date has the ATA furnished statistics 
or made recommendations to a rating organization as such but in each instance 
it has dealt directly with another advisory organization (e.g. Inter-Regional 
Insurance Conference: National Board of Fire Underwriters; etc.). From a 
technical standpoint, therefore, it would appear that the advisory organization 
sections of the insurance laws are not applicable to the activities of the ATA 
as thus far conducted and it is not legally obligatory that the AIA qualify as an 
advisory organization. 

Nevertheless, the AIA may wish voluntarily to qualify as an advisory organ- 
ization in order to gain such protection as is afforded by State regulation against 
the impact of the Federal antitrust laws pursuant to Public Law 15. The ad- 
visory organization sections of the rate regulatory laws were inserted primarily 
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at the insistence of company associations in order to provide some degree of 
jegal protection for action in concert which might be taken by company associa- 
tions other than rating organizations. Since price-fixing has been declared to be 
illegal per se by the U.S. Supreme Court and not subject to any rule of reason, 
it was felt that, in addition to the mantle of regulatory protection provided for 
rating organizations as such, some similar cloak of protection should be afforded 
to company associations which, while not directly making rates, nevertheless 
assisted in the development of statistics and recommendations pertaining to 
rates. Most company associations have taken advantage of this statutory pro- 
tection and have filed their organic documents with the regulatory authorities 
in an attempt to qualify as an “advisory organization” for what it may be worth 
in the event of any legal contest. If the AIA took similar action to qualify, 
it would be not because the law requires it but because the law permits it. 

The advisory organization sections of the insurance laws provide no legal 
protection with respect to activities not pertaining to ratemaking. However, the 
rule of reason would be applicable to such other activities in determining whether 
or not they were in violation of the Federal antitrust laws which, as stated above, 
js not true as regards matters pertaining to ratemaking. In other words, the 
purpose of attempting to qualify the AIA as an advisory organization would be 
to afford it some measure of protection with respect to the only possible phase 
(ie, activities pertaining to rates) of its activities which could be utterly inde- 
fensible under the Federal antitrust laws, with full recognition of the fact that 
its other activities would receive no such protection and would have to satisfy 
the rule of reason. The terms “rates” and “ratemaking” as used in this report 
should be understood to include activities pertaining to policy forms and the like 
since the latter are correlated with rates and are customarily the subject of re- 
lated filings by rating organizations. ; 

Quite obviously, it is difficult for this report to reach a firm conclusion in the 
light of the apparent conflict between the provisions of the AIA articles and the 
actual activities in which it has been engaged. As between the two, however, it 
is clear that the legal character of the association would be determined on the 
pasis of what it actually does rather than what its articles say. The real ques- 
tion would, therefore, seem to be one of policy rather than one of law: do the 
members of the AIA intend that it either directly or indirectly actually assist 
rating organizations by the furnishing of statistics or recommendations? If 
the answer to this question is in the affirmative, then the committee of lawyers is 
of the opinion that the articles should be appropriately amended so as to set 
forth this as a part of the nature and purpose of the association and it should 
thereupon take the necessary steps to qualify as an advisory organization. If 
the answer to the question is in the negative, then the committee of lawyers is of 
the opinion that the association should cease the type of activities pertaining 
to ratemaking as enumerated above and confine its activities to the limited scope 
delineated in its articles. The situation is somewhat anomalous in the case of 
the AIA since its membership has certain inhibitions against embracing too wide 
a field of operation lest it impinge upon fields traditionally reserved for other 
existing associations. The degree of restraint which the membership of ATA 
should choose to exercise in this respect is a question of policy not of law and 
your committee of lawyers expresses no opinion on this subject. 


MEMORANDUM OF MEETING OF GENERAL COMMITTEE AMERICAN INSURANCE ASSOCIA- 
TION HELD WEDNESDAY, MAy 1, 1957, At 4 P.M., aT Skytop Loner, SkyTOP, 
Pa. 


ATTENDANCE 


Aetna Life Affiliated Companies: 

Mr. Guy E. Mann 

Mr. Olaf Nordeng 

Mr. E. J. Perrin, Jr. 
America Fore Insurance Group: Mr. Milton W. Mays 
Chubb & Son Group: 

Mr. Perey Chubb, 2d 

Mr. William M. Rees 





*Qualification as an advisory organization would also provide a measure of protection 
against any possible violation of the New York antimonopoly law (sec. 340 of the New 
York general business law) which applies to all insurers to the extent not regulated by 
art, VIII of the insurance law (which includes the advisory organization sections). 
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Commercial Union-Ocean Group: Mr. Harry W. Miller 
The Fund Insurance Companies: 
Mr. James F. Crafts 
Mr. John H. Dillard 
Loyalty Group: 
Mr. Walter J. Christensen 
Mr. William B. Rearden 
The Saint Paul Companies: 
Mr. R. H. Bancroft 
Mr. Ronald M. Hubbs 
The Springfield Group of Insurance Companies: Mr, S. Dwight Parker 
Standard Accident Group: 
Mr. L. K. Kirk 
Mr. E. A. Warnica 
The Travelers Group: 
Mr. Charles J. Haugh 
Mr. Charles P. Jervey 
United States Fidelity & Guaranty Group: 
Mr. J. Harry Bibby 
Mr. William E. Pullen 


Mr. Manning W. Heard, chairman, accompanied by Mr. Roland H. Lange: 
Mr. K. E. Black, vice chairman, accompanied by Mr. Felix Hargrett and Mr. 
Leonard Peterson ; Mr. F. Elmer Sammons, treasurer ; Mr. John F. Neville, secre. 
tary. 


By invitation 


Mr. BE. D. Patton, chairman, Committee to Confer With the Actuarial 
Bureau Committee of National Board of Fire Underwriters. 

Mr. Clarke Smith, chairman, Committee for Expense Study of Company. 
Supported Organizations. 

Mr. H. Clay Johnson, chairman, Committee to Advise Whether American 
Insurance Association Should Qualify as an Advisory Organization. 


EXECUTION OF LEASE OF ASSOCIATION OFFICES 


The chairman requested the secretary to report on the recent execution of 
an extension of the lease for the association offices. Secretary Neville reported 
that a lease had been entered into with the Manufacturers Trust Co., through 
Charles F’. Noyes Co., Inc., for premises at 116 John Street (room 1208), New 
York City. This extension of lease is for a period of 3 years, from May 1, 1957, 
through April 30, 1960, at an annual rental of $4,200 for 950 square feet. 

The secretary had previously received the approval of this extension from 
the general committee by mail. 

On motion duly made, seconded, and carrier, the general committee con- 
firmed the foregoing transaction. 


REPORT OF THE TREASURER 


Mr. Sammons, treasurer, reported as follows: 
“Up to the date of this report (May 1, 1957), assets are as follows: 


Membership fees for 1957 (received to date) --_--...--_--_______ $153, 000. 00 
Miscellaneous: 
PRIN os cic nde edict pcclinndnknedlenipedceh $54. 89 
INN: NINE is ets tales aetna mittee 17. 00 
a 71. 89 
ee i ge iitapntrnininiennnincsnicnsingumtintggeimenunntiansiinias 5, 899.71 
I cata iin ia at catalase sci ctoasnn si es tle 158, 971. 60 


“This includes petty cash fund of $500. 

“Disbursements through April 26 were $37,108.37, leaving a balance, according 
to the books, on that date, of $121,863.23. 

“The operating expenses of the association have been normal and within the 
provisions of the budget, and no accounts are overdue.” 

The treasurer stated that assessments in the amount of $6,000, involving 
three members, still remain unpaid. It was pointed out that the status of two 
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of the three members mentioned above is presently being considered by the 
membership eommittee, due to corporate changes during the last year. 
It was moved, seconded, and carried that the report of the treasurer be 


placed on file. 
REPORT OF PROGRAM COMMITTEE 


Mr. Percy Chubb 2d, chairman, reported for the committee stating that the 
pulk of the agenda is directed toward assisting the companies to achieve more 
profitable underwriting. Mr. Chubb also pointed out that the program com- 
mittee had considered whether the general subject of acquisition costs should 
be placed upon the agenda. While the program committee recognized the im- 

rtance of this subject at this time, it was felt that the general committee 
should be consulted in advance of its placement on the agenda. 

After consideration, it was moved, seconded, and carried that a special com- 
mittee be appointed to study the various aspects of a discussion of acquisition 
costs by American Insurance Association, including alternative approaches to 
the subject. The special committee will report to the general committee at its 
next meeting. 

REPORT OF MEMBERSHIP COMMITTEE 


The chairman of the membership committee, Mr. S. Dwight Parker, recalled 
that his committee had been requested to review the membership status of two 
of the members which had experienced corporate changes within the last year, 
and to report its recommendations to the general committee. The report of the 
membership committee is attached hereto and made a part hereof. 


REPORT OF COMMITTEE TO ADVISE WHETHER AMERICAN INSURANCE ASSOCIATION 
SHOULD QUALIFY AS AN ADVISORY ORGANIZATION 


At the request of the chairman, Mr. H. Clay Johnson, chairman of the above 
committee, read a comprehensive report. This report is attached hereto and 
made a part of these proceedings. A very full discussion ensued after Mr. 
Johnson completed the committee’s report, which finally culminated in a motion, 
made and seconded, that American Insurance Association not qualify as an 
advisory organization under the various rating laws. 

After a substitute motion was declared out of order, the original motion was 
lost on a rolleall vote of six to five. Preceding the vote, the chairman ruled 
that a vote against the motion would be considered a vote in favor of American 
Insurance Association qualifying as an advisory organization. 

It was the sense of the meeting that the closeness of the vote indicated that 
a postponement of any action thereunder would best serve the organization and 
should be so reported to the membership. It was also agreed that the subject 
should be further considered at the next meeting of the general committee. 
Before the committee concluded its discussion of this overall subject, the general 
committee requested Mr. Johnson to ask his committee to consider what fur- 
ther legal safeguards, if any, should be arranged for American Insurance Asso- 
ciation to permit the organization to function in the manner intended by its 
articles. 

REPORT OF ATOMIC ENERGY COMMITTEE 


The chairman announced that Mr. Percy Chubb, 2d, chairman of this com- 
mittee has asked to be relieved and that his resignation has been accepted. A 
new chairman will be appointed at a later date. Chairman Heard made appro- 
priate remarks expressing his and the association’s appreciation for Mr. Chubb’s 
services in this connection. The report of this committee was dispensed with 
at this time as it will be read to the association the following day. Mr. Haugh 
and Mr. Black indicated that they would report on the developments within 
Nuclear Energy Liability Insurance Association and Nuclear Energy Prop- 
ane Insurance Association, respectively, at the time the committee report is 

en. 


REPORT OF COMMITTEE FOR EXPENSE STUDY OF COMPANY-SUPPORTED 
ORGANIZATIONS 


Chairman Heard announced that Mr. Clarke Smith has resigned as chair- 
man of this committee and that his successor will be named at a later date. 
The chairman expressed the association’s appreciation for the time and effort 
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which Mr. Smith devoted to this difficult assignment. Mr. Smith stateq that 
he would be prepared to give a report at the membership meeting and, in order 
to avoid repetition, its reading was dispensed with at this time. 


REPORT OF COMMITTEE TO CONFER WITH THE ACTUARIAL BUREAU COMMITTEE OF 
NATIONAL BOARD OF FIRE UNDERWRITERS 


Mr. Earl D. Patton, chairman, stated that inasmuch as the other committee 
reports were being dispensed with at this time he would ask to postpone 
giving his report until the membership meeting the following day. The chairmay 
concurred. 


REPORT OF COMMITTEE TO STUDY IMPACT OF INFLATION ON RATE LEVELS 


Mr. Leonard Peterson stated that he was prepared to report to the member. 
ship meeting the following day and, if agreeable to the general committee, woulq 
follow the course of the other committee chairmen and forego reading his 
report until the next day. 


REPORT OF COMMITTEE ON FLOODS AND FLOOD DAMAGE 


Mr. Milton W. Mays stated that he was prepared to bring the association 
up to date on the developing program of the Federal Flood Indemnity Admin. 
istration and the industry’s contribution to this work. Mr. Mays discussed 
the fact that cooperation with the FFIA had necessarily required the industry 
to incur certain expenses in connection with the composition, setting of type, 
and the printing of drafts of documents. 

After discussion, it was moved, seconded, and carried that the secretary be 
authorized to expend not more than $7,500 for expenses incurred by the in. 
dustry in its cooperation with the Federal Flood Indemnity Administration for 
the cost of composition, typesetting, and printing of the various drafts of 
documents developed for the program. 


COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


Mr. James F. Crafts, chairman of the committee, stated that a breakfast 
meeting of the committee was planned for the next morning at which a com- 
mittee report would be decided upon and subsequently read to the membership 
meeting. 

OUT-OF-TOWN MEETINGS 


The subject of the necessity for out-of-town meetings for this association 
was discussed briefly. A member believed that this matter should. be reviewed 
by the committee because other organizations might be looking to American 
Insurance Association for leadership in this respect. It was moved, seconded, 
and carried that the item be stricken from the agenda. 


AMENDMENT TO ARTICLES 


The secretary explained the genesis of the proposed amendment to the articles 
which, if adopted, would allow AIA to hold its annual meeting during the month 
of April, May or June. It was the consensus of the general committee that 
it approved of the amendment which would be brought before the membership 
for adoption or rejection, at its meeting the following day. 


CREDIT AND COLLECTION PROCEDURE 


This was an item held over from the January 8 meeting of the committee 
and involved a referral from the Board of Fire Underwriters of the Pacific. 
The committee was reminded that this subject had been referred to AIA the 
day before the general committee last met, making it impossible to circulate 
the information to the committee so that a determination could be made. Since 
the last meeting the secretary has distributed to the members of the committee 
the information submitted by the manager of BFUP. 
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Briefly, the BFUP is of the opinion that the subject of credit and collection 
procedure in the industry needs attention and on a nationwide rather than a 
regional basis. ilies . 

It was brought out that a similar subject was on the agenda for the member- 
ship meeting the following day, and accordingly it was the consensus of the 
committee that no action need be taken by it in view of the forthcoming dis- 
cussion by the membership. 


INSURANCE SOCIETY OF NEW YORK 


After discussion, it was moved, seconded, and carried that the chairman 
appoint a committee of three members to meet with a committee of directors 
of the Insurance Society of New York, Inc., for a discussion of developments 
within the society, especially in connection with the new courses now being 
offered in the school of insurance. 


GOVERN MENT SELF-INSURANCE 


The chairman read a telegram, dated May 1, 1957, from Mr. Robert BE. Battles, 
president, National Association of Insurance Agents, expressing the concern of 
that organization over the various self-insurance plans in use in the Depart- 
ment of Defense. Specific reference was made to the self-insurance operation 
of Strategic Air Command and Air Training Command. Mr. Battles stated that 
such plans are neither in the interest of the public nor will they result in less 
cost to the Government. American Insurance Association was requested to 
actively interest itself in this problem and NAIA expressed its willingness to 
cooperate. A general discussion followed in which it was pointed out that the 
laws committee of the National Board of Fire Underwriters was interested in 
at least some phases of the problem and that the Association of Casualty & 
Surety Companies was undoubtedly interested, as well. 

Chairman Heard was requested to reply to President Battles that the matter 
was to be referred by American Insurance Association to the organizations 
mentioned above for their consideration. 


SELECTION OF FUTURE DATES AND PLACES FOR REGULAR AND ANNUAL MEETINGS 


The committee approved the following: 

(a) Regular meeting of membership, Thursday, September 19, 1957 
(general committee) and Friday, September 20, 1957, Hotel Pierre, New 
York City. 

(b) Regular meeting of membership, Tuesday, January 14, 1958 (gen- 
eral committee) and Wednesday, January 15, 1958, Essex House, New York 
City. 

(c) Annual meeting 1958, May 7-9, 1958, Skytop Lodge, Skytop, Pa. 

The chairman of the general committee requested the secretary to poll the 
membership as to the days of the week and week of the month which are most 
convenient to the members for membership meetings. 


EXECUTIVE SESSION 


The committee approved an increase in the secretary's salary at the rate of 
$3,000 per annum, effective May 1, 1957. 
Adjournment. 
JOHN F. NEvILLE, Secretary. 


The following action was taken by the general committee pursuant to letter 
from the secretary dated May 28, 1957: 


BANK RESOLUTIONS AND AUTHORIZED SIGNATURES 


The general committee adopted resolutions designating the officers of the 
association and Messrs. John H. Dillard and Milton W. Mays to sign checks on 
behalf of the association in its account in the Chase Manhattan Bank, 214 Broad- 
way, New York, and to cancel all such resolutions previously enacted. 


JOHN F. NEVILLE, Secretary. 
JUNE 18, 1957. 
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MINUTES OF ANNUAL MEETING OF AMERICAN INSURANCE ASSOCIATION AT Sxynp 
Loner, Skytop, Pa., ON THURSDAY, May 2, 1957, AND Fripay, May 3, 1957 


Present: 

Aetna Insurance Group, Robert S. Garvie. 

Aetna Life Affiliated Co., Guy E. Mann, Olaf Nordeng, E. J. Perrin, Jr. 

Agricultural Group, K. E. Chapman. 

American Fore Insurance Group, Milton W. Mays. 

The American Insurance Group, Robert Z. Alexander, Bert A. Jochen. 

American Re-Insurance Co., E. L. Mulvehill, M. L. Rouse, H. F. Witze), 

American Surety Group, Randolph EB. Brown. 

Atlas Group, M. James Closs. 

Boston Group, Harold I. Bartlett, Cyril S. Hart. 

Buffalo Insurance Co., Victor T. Ehre, Henry L. Miller. 

Caledonian Group, G. L. Armstrong. 

Century Group, R. H. Gwyn. 

Chubb & Son Group, Percy Chubb, 2d, Junius L. Powell, William M. Rees, 

Commercial Union-Ocean Group, H. W. Miller. 

Crum & Forster Group, T. T. Grimson. 

Employers’ Group, Frank W. Boyle. 

Fidelity & Deposit Co. of Maryland Group, John J. Iago. 

Fire Association Group, L. M. Michel. 

The Fund Insurance Cos., James F. Crafts, John H. Dillard. 

General Accident Group, William Bernhard, E. T. Moynahan. 

General Reinsurance Corp., Robert L. Braddock, James A. Cathcart, Jr, 
Edward G. Lowry. 

Glens Falls Insurance Co., F. A. Roberts, G. D. Mead. 

Great American Group of Insurance Cos., Walter E. Beeson. 

Hanover Group, James L. Dorris, F. Elmer Sammons. 

Hartford Fire Group, H. C. Davis, Manning W. Heard, Roland H. Lange. 

Home Group, K. E. Black, Felix Hargrett, Leonard Peterson. 

Industrial Indemnity Co., T. G. McGuire, J. F. Morrison. 

London Group, J. W. Sargent. 

London & Lancashire Group, C. R. Nelson. 

Loyalty Group, Walter J. Christensen, William B. Rearden. | 

Maryland Casualty Co., William T. Harper. 

Merchants of New York Group, Walter F. Brady, Richard O. Meserodle, 

J. A. Munro Group, J. A. Munro. 

National of Hartford Group, R. A. Dwyer, E. H. Clarkson. 

National Union Group, Robert F. Miller. 

New Hampshire Group, Lester S. Harvey. | 

North British Group, John L. Magenheimer. 

Northern Group, Earl D. Patton. 

Norwich Union Group, John M. Kidd. 

Pacific Fire Insurance Co. Group, S. G. Amerman. 

Pearl-Monarch Group, A.T. Chisholm. 

The Phoenix-Connecticut Group, Philip W. Scheide. 

Phoenix of London Group, J. R. Robinson. 

Providence Washington Insurance Group, Roy E. Carr. 

Royal-Globe Insurance Group, H. Clay Johnson, Clarke Smith, F. B. Zeller. 

The St. Paul Cos., R. H. Bancroft, Ronald M. Hubbs. 

Scottish-American Group, John Newlands. 

The Springfield Group of Insurance Cos., Wilfred G. Howland, S. Dwight 
Parker. 

Standard Accident Group, L. K. Kirk, E. A. Warnica. 

Sun Group, William M. Kearns. 

Swiss Reinsurance Group, E. Brandli. 

The Travelers Group, Charles J. Haugh, Charles P. Jervey. 

United States Fidelity & Guaranty Group, J. Harry Bibby, William B. 
Pullen. 

Yorkshire Group, Horace Crowell, Jr., also 

American Insurance Association, John F. Neville, Secretary. 


Chairman Heard presided. 
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REPORT OF MEETING OF GENERAL COMMITTEE HELD MAY 1, 1957 


Baecution of lease—The chairman stated that Secretary Neville reported 
that a lease had been entered into with the Manufacturers Trust Co., through 
Charles F. Noyes Co., Inc., for premises at 116 John Street, New _York City. 
This extension of lease is for a period of 3 years, from May 1, 1957, through 
April 30, 1960, at an annual rental of $4,200 for 950 square feet. The secretary 
had previously received the approval of this extension from the general com- 
mittee by mail. : f 

On motion duly made, seconded, and carried, the general committee confirmed 
the foregoing transaction. 

of treasurer.—The chairman stated that the treasurer, Mr. Sammons, 

rted that the expenses of the association have been normal and within the 

provision of the budget. This report is on the agenda for this meeting and the 
membership will hear it in detail. 

Report of program committee.—At the general committee meeting, Percy 
Chubb, 2d chairman, reported for the program committee stating that the bulk 
of the agenda is directed toward assisting the companies to achieve more profit- 
able underwriting. Mr. Chubb also pointed out that the program committee 
had considered whether the general subject of acquisition costs should be placed 
upon the agenda. While the program committee recognized the importance 
of this subject at this time, it was felt that the general committee should be 
consulted in advance of its placement on the agenda. 

After consideration, it was moved, seconded, and carried that a special com- 
mittee be appointed to study the various aspects of a discussion of acquisition 
costs by American Insurance Association, including alternative approaches to 
the subject. The special committee will report to the general committee at 
its next meeting. 

Report of membership committee.——Chairman S. Dwight Parker made a 
brief report on behalf of the committee, which was accepted and placed on file. 

Report of committee to advise whether American Insurance Association 
should qualify as an advisory organization.—Mr. H. Clay Johnson, chairman 
of the above committee, read a comprehensive report. A very full discussion 
ensued, which finally culminated in a motion, made and seconded, that Ameri- 
can Insurance Association not qualify as an advisory organization under the 
various rating laws. 

After a substitute motion was declared out of order, the original motion 
was lost on a rollcall vote of 6 to 5. Preceding the vote, the chairman ruled that 
a vote against the motion would be considered a vote in favor of American In- 
surance Association qualifying as an advisory organization. 

It was the sense of the meeting that the closeness of the vote indicated that 
a postponement of any action thereunder would best serve the organization and 
should be so reported to the membership. Before the committee concluded its 
discussion of this overall subject, the general committee requested Mr. Johnson 
to ask his committee to consider what further legal safeguards, if any, should 
be arranged for American Insurance Association to permit the organization 
to function in the manner intended by its articles. 

Report of Atomic Energy Committee.—The reading of the report of this com- 
mittee at the general committee meeting was dispensed with. Chairman Heard 
announced that Percy Chubb, 2d, chairman of this committee, had asked to be 
relieved from his duties as chairman and that his resignation had been re- 
luctantly accepted. The membership was informed that a report of this com- 
mittee, together with comments from Mr. Black for NEPIA and Mr. Haugh for 
NELIA, would be made later in the program. 

Report of committee for expense study of company-supported organiza- 
tions—Chairman Heard announced that Clarke Smith has resigned as chair- 
man of this committee and that his successor will be named at a later date. The 
chairman expressed the association’s appreciation for the time and effort which 
Mr. Smith devoted to this difficult assignment. Mr. Smith is prepared to re- 
port later at this meeting. 

Report of committee on floods and flood damage.—Milton W. Mays stated 
that he proposed to bring the association up to date on the developing program 
of the Federal Flood Indemnity Administration and the industry’s contribution 
to this work. He discussed the fact the cooperation with the FFIA had neces- 
sarily required the industry to ineur certain expenses in connection with the 


composition, setting of type, and printing of drafts of documents developed 
for the program. 
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After discussion, it was moved, seconded, and carried that the Secretary 
be authorized to expend not more than $7,500 for expenses incurred by the jp. 
dustry in its cooperation with the Federal Flood Indemnity Administration for 
the cost of composition, typesetting, and printing of the various drafts of doc. 
ments developed for the program. 

Government self-insurance—The chairman read a telegram, dated May ] 
1957, from Robert E. Battles, president, National Association of Insurances 
Agents, expressing the concern of that organization over the various gei. 
insurance plans in use in the Department of Defense. Specific reference was 
made to the self-insurance operations of Strategic Air Command and Air Traip. 
ing Command. Mr. Battles stated that such plans are neither in the interest 
of the public nor will they result in less cost to the Government. American 
Insurance Association was requested to actively interest itself in this problem 
and NAIA expressed its willingness to cooperate. A general discussion followed 
in which it was pointed out that the Laws Committee of the National Boarg 
of Fire Underwriters was interested in at least some phases of the problem ang 
that the Association of Casualty and Surety Companies was undoubtedly 
interested, as well. 

Chairman Heard was requested to reply to President Battles that the matter 
was to be referred by American Insurance Association to the organizations 
mentioned above for their consideration. 

Selection of future dates and places for regular and annual meetings.—The 
committee approved the following : 

(a) Regular meeting of membership, Thursday, September 19, 1957 (genera) 
committee) and Friday, September 20, 1957, Hotel Pierre, New York City. 

(b) Regular meeting of membership, Tuesday, January 14, 1958 (genera) 
committee) and Wednesday, January 15, 1958, Essex House, New York City. 

(c) Annual meeting 1958, May 7-9, 1958, Skytop Lodge, Skytop, Pa. 

Amendment to articles of association—The general committee approved the 
proposed amendment to the articles of association which, if adopted by the 
membership, would permit the annual meeting of American Insurance Associa- 
tion to be held during the months of April, May, and June. 

Insurance Society of New York.—After discussion, it was moved, seconded, 
and carried that the chairman appoint a committee of three members to meet 
with a committee of directors of the Insurance Society of New York, Inc., for 
a discussion of developments within the society, especially in connection with 
the new courses now being offered in the school of insurance. 


PROPOSED AMENDMENT TO ARTICLES OF ASSOCIATION 


The chairman stated that on March 13, 1957, the secretary gave the associa- 
tion notice that an amendment to the articles would be proposed at this meeting 
to permit the annual meeting to be held during the months of April, May, or 
June. If adopted the present language “The annual meeting of the association 
shall be held during the month of May, the date of such meeting to be fixed 
by the chairman * * *” would be amended to read “The annual meeting of 
the association shall be held during the months of April, May, or June, the 
dates of such meeting to be fixed by the chairman.” 

It was moved, seconded, and unanimously carried that the foregoing amend- 
ment be adopted. 

REPORT OF TREASURER 


Mr. Sammons, treasurer, reported as follows: 
“Up to the date of this report (May 1, 1957), assets are as follows: 


Membership fees for 1957 (received to date) _.-_.________________ $153, 000. 00 
Miscellaneous : 
a Ri ts $54. 89 
A Bg a ele aE Ee eT TT a Fees 17. 00 
71. 89 
RO a eT ae a en. Se see 5, 899. 71 
I i aihestle ete 5 sncus aes iets ee e b nt ee eit otk oe 158, 971. 60 


“This includes petty cash fund of $500. 
“Disbursements through April 26, were $37,108.37, leaving a balance, accord- 
ing to the books, on that date, of $121,863.23. 
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“The operating expenses of the association have been normal and within the 
rovisions of the budget, and no accounts are overdue. 

It was moved, seconded, and carried that the report of the treasurer be 
received and placed on file. 


REPORT OF ATOMIC ENERGY COMMITTEE 


Percy Chubb, 2d, chairman, read a report of the committee, which discussed 
the two following points: : 

1. It appears probable that work will be undertaken quite promptly in the 
field of the development of a nuclear-powered merchant vessel. 

2, It is apparent that the question of third party liabilities on nuclear-powered 
merchant vessels will be more or less inextricably mixed with what are normally 
considered nonmarine liability operations. 

A copy of this report is attached hereto and made a part of these proceedings. 
Chairman Heard ordered this report to be distributed to the members. 

After Mr. Chubb completed his comments, Mr. Black reported on the develop- 
ments in Nuclear Energy Property Insurance Association. He remarked that 
the work on the policy has been completed and it has been filed in all States, 
with approvals forthcoming, in such States as New York. The rating bureau 
which will function in this area has been organized and is licensed. The rates 
have been determined and the organization is ready to do business. One matter 
still open is the legislative field. The legislation presently being considered by 
Congress provides that the Government will protect or indemnify the operator, 
designer, or builder of an atomic powerplant against damage claims resulting 
from an accident in an atomic powerplant. The Government would pay up to 
$500 million in claims over and above those covered by private insurance. 

Mr. Haugh commented on the Nuclear Energy Liability Insurance Association 
py stating that the policy forms were completed, filed, and approved in all except 
one State. Rating procedures (not the filing of rates) are likewise filed and 
approved. A dozen or more risks have been quoted upon and an “A” rating 
plan is being used which contemplates the quoting of tentative rates because 
it is impossible to ascertain the final rate at the time the insurance must be 
contracted for. Mr. Haugh stated that there were a couple of small reactors 
in operation, no large ones. 

In discussing the congressional hearings, Mr. Haugh stated that the difference 
between the Price and Anderson bills mainly seems to be in their designating 
numbers, only some people believe that the bills being considered this year are 
somewhat improved over last year’s. It was the speaker’s opinion that the 
industry could live with the bill as presently written. Some matters which were 
discussed at the legislative hearings are as follows: 

1. The liability policy has been broadened to cover more classes of persons 
who may be involved in the building or supplying of materials for the reactor. 

2. It was charged that all other insurance had to be placed with the com- 
panies making up the atomic insurance pool in order to obtain coverage on a 
reactor. This misconception probably arose from the fact that a so-called pack- 
age policy is used and the contamination cover is one of several within the 
package. Apparently some cooperatives wished to have the contamination peril 
written separately. The speaker believed this difficulty has been resolved. 

The rate charges for the liability cover seem reasonable. The premium is to 
be divided into two parts, one for pure losses and the other into the expense 
involved in handling the business. The loss portion will be placed in a reserve 
for a period of 10 years, to provide sufficient funds to pay claims in the event 
of a catastrophe. At the end of the 10-year period, there will be a retroactive 
rate adjustment regardless of individual losses, thus creating, in effect, a revolv- 
ing fund. There is indication that this fund will not be subject to Federal 
income taxes because the money in the fund is to be used only for losses or to 
pay refunds on retroactive rate adjustments after the 10-year period has elapsed. 

It was pointed out that there was about $84% million capacity per reactor 
in all domestic pools. Reinsurance capacity amounts to about $40 million and 
not all of it is in Lloyd’s. French, Japanese, Norwegian, and Portuguese syn- 
dicates, among others, are all participating in varying amounts. 


REPORT OF COMMITTEE FOR EXPENSE STUDY OF COMPANY-SUPPORTED 
ORGANIZATIONS 


Clarke Smith read the report of the committee, dated May 1, 1957, a copy of 
which is attached hereto and made a part hereof. In addition to the report, 
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Chairman Smith read a suggested form of letter, which may be used to Advise 
company representatives, serving on governing committees of boards g 
bureaus, of the importance of reducing expenses. Chairman Smith stateq that 
if there was no objection this letter would be circulated to the membership 
for use as individual members see fit. There was no objection to the letter. 
A copy of the proposed letter is attached hereto and made a part of the 
proceedings. 

Chairman Heard directed that this report, with the accompanying form of 
letter, be distributed to the members. 


REPORT OF COMMITTEE TO CONFER WITH THE ACTUARIAL BUREAU COMMITTEE OF 
NATIONAL BOARD OF FIRE UNDERWRITERS 


Earl D. Patton read a committee report, dated April 15, 1957, which js at- 
tached hereto and made a part of these proceedings. After the reading of the 
report, Mr. Patton commented upon the excellent cooperation the committee haq 
received from Dr. J. H. Finnegan, manager, Actuarial Bureau, National Board 
of Fire Underwriters. 

Chairman Heard requested that each member be furnished with a copy of 
this report. 


REPORT OF COMMITTEE TO STUDY IMPACT OF INFLATION ON RATE LEVELS 


Leonard Peterson read the report of the committee, a copy of which ig at. 
tached hereto and made a part of these proceedings. This report was ordereq 
circulated to the members by Chairman Heard. 

After the reading of the committee’s report, the members engaged in a full 
discussion of the rating problems in the fire lines, especially in view of the gen. 
erally poor underwriting results for 1956. It was pointed out that Inter-Re 
gional Insurance Conference has appointed a committee which is attempting 
to develop a realistic trend factor so there can be an earlier reflection of ex. 
perience. Comment was made on a letter circulated by Inter-Regional Ingnr. 
ance Conference which sets forth loss ratios adjusted to include the 1956 results, 
A member commented that the loss ratios were lower than expected, and based 
on the statistical showing to date, it would appear that rate increases will not 
be as general as some had expected. 

Mr. Peterson explained the manner in which various fire rating organizations 
operated, pointing out that there were fundamental differences in the operation 
of each. 

REPORT OF COMMITTEE ON FLOODS AND FLOOD DAMAGE 


In lieu of a formal committee report, Milton W. Mays read a statement onut- 
lining the developments in connection with the Federal flood indemnity program 
and the accomplishments of the insurance industry in cooperating with the 
Federal Flood Indemnity Administration. A copy of Mr. Mays’ report is at- 
tached hereto and made a part hereof, and was ordered distributed to the 
membership by Chairman Heard. 

In the discussion which followed the reading of this report, Mr. Mays was 
queried in relation to the definition of “out-of-pocket expenses” which, under the 
flood program, are to be reimbursed to the companies for acting in the capacity 
of fiduciary agent. Mr. Mays replied that while a proposed regulation had not, 
insofar as he knew, been approved by the General Accounting Office, the defini- 
tion used in the regulation was rather broad and seemed to be satisfactory. 

Another member stated that he feared the organization necessary to handle 
this program would cost more than any fees which would be collected under it. 
He expressed the hope that if and when there is another similar case, that the 
industry will consider using a fixed fee as a measure of reimbursement rather 
than the present system. 


REPORT OF COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER 
AUTHORIZED INSURERS 


Mr. Crafts, chairman of this committee, read a report, dated May 2, 1957, in 
which examples of the continued successful solicitation of business by unlicensed 
carriers was set forth. A copy of the committee’s report is attached hereto 
and made a part of these proceedings. Chairman Heard requested that a copy 
be distributed to the membership. Mr. Crafts amplified his report by stating 
that the committee intended to seek legal counsel in connection with its work. 
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one of the members inquired as to the amount of money involved. It has 
been estimated from 250 million to 500 million in premiums per annum, with 
the latter figure nearer the true one. 
There were further questions concerning the feasibility of developing a model 
us line law. Mr. Crafts outlined the work which had been carried on by 
the National Association of Insurance Commissioners and commented upon the 
committee of interested industry representatives, of which Mr. J. Raymond 
Berry, general counsel of the National Board of Fire Underwriters, was chair- 
man. Insofar as he knew, little progress had been made toward the adoption 
of such a model law by the NAIC. 


FEDERAL TRADE COMMSSION 


Mr. H. Clay Johnson read a report bringing the membership up to date on 
developments in connection with the Federal Trade Commission’s litigation 
against insurance companies for alleged false and misleading advertising. A 
copy of Mr. Johnson’s report is attached hereto and made a part hereof. Chair- 
man Heard requested that each member be furnished with a copy of it. 


AFTERNOON SESSION, MAY 2, 1957, 2 P.M. 
INCREASED COST OF OPERATIONS 


A member made a presentation which outlined and emphasized the need for 
more uniformity in the multiplicity of forms which the various regulatory au- 
thorities require to be filed. Several examples were given. It was the speaker’s 
yiew that, for instance, forms providing for the appointment of attorneys could 
be made perpetual and only amended when there was a change. Another mem- 
per stated that a coding sheet on one nationwide liability policy, of which he had 
knowledge, was 34 feet long. This member believed that a committee of experts 
should be appointed to study this problem. 

The foregoing examples of the lack of uniformity in forms required to be filed 
by the regulatory authorities, problems raised by various coding requirements, 
as well as other duplications and nonuniformities in connection with the paper- 
work of the business, doubtless increased the cost of operations. 

Accordingly, it was moved, seconded, and carried that the chairman appoint 
a committee of experts to study this problem and to report at a subsequent 
meeting. 


FAILURE OF PROFIT FORMULAS TO PRODUCE THE ALLOWABLE UNDERWRITING PROFIT 


A member reported on the rating of fire business and suggested that the 
situation was presently somewhat confused. It was his opinion, that the most 
eficacious way of realizing a profit, which the 1921 profit formula as amended 
contemplated, was to convince the supervisory authorities that some principles 
in connection with rating should be adopted. Hope was expressed that we would 
see improvement in the future. Verbal reports were heard from members out- 
lining the methods used, and problems encountered in rating, in the following 
organizations: National Automobile Underwriters Association, National Bureau 
of Casualty Underwriters, and Inland Marine Insurance Bureau. 

Another member wondered why AIA could not issue a directive stating that 
which the chief executives desire to be done. In answer to this, the chairman 
pointed out that, while AIA had great persuasive powers, it did not have the 
authority to promulgate directives. 

Another member stated his belief that AIA was not the place to attempt to 
correct fire rates. The fire rating machinery is complex as is shown by the 
fact that the method of rating is different in practically each territory. It was 
his opinion that there has been a lack of coordination in fire rating ever since 
the South-Eastern Underwriters Association case and he felt there was need for 
qualified experts to explain to the industry what its statistics actually mean. 

Continuing this, the member discussed the number of the staff presently work- 
ing with Inter-Regional Insurance Conference and felt that there were too few 
people to do the work which was expected of this organization. 

Other members commented on this general situation, and it was the consensus 
that the rating structure in the fire business needed bolstering and support. 

After this discussion, it was moved, seconded, and carried that the chairman 
appoint a liaison committee to acquaint Inter-Regional Insurance Conference 
with the views of American Insurance Association in respect of strengthening 
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and supporting Inter-Regional Insurance Conference so that it can better perfo’ 
the advisory functions for which it was organized. ™m 

After the above action was taken, two members referred to the subject of the 
feasibility of a national fire rating organization. Two other members respond 
saying that the matter of a national fire rating organization had been the Subject 
of much study and discussion in the business over the years. In their opinion the 
foregoing motion, to buttress Inter-Regional, was for the purpose of strengthen. 
ing not only Inter-Regional but the regional organizations and loca] rating 
bureaus. 

CHANGES IN TERM RULE 


A member stated that 5-year term premiums form a large percentage of the 
total fire business. The amount of this business has been greatly increaseg jn 
late years because nearly all lines can now be written on a term basis. Some 
representatives in the industry believe that the term rule should be revised 
limiting the policy term to a maximum of 3 years with more suitable discounts 
used for terms of more than 1 year. Two of the reasons given for favoring 
these proposals is the theory that rate increases would be more quickly felt, 
and the effect of rewriting of business by agents and brokers would be minimized 

Mr. Hargrett read a report, dated April 16, 1957, of the subcommittee on 
term rule of Inter-Regional Insurance Conference. This report comprehensively 
sets forth the various considerations on both sides of this problem. A copy of 
this report is attached hereto and made a part of these proceedings. At the 
request of a member, Chairman Heard directed the secretary to circulate a copy 
of this report to each of the members. 

After the reading of Inter-Regional’s report, another member, speaking ip 
favor of a change in the term rule, stated that the annual experience does not 
seem too unfavorable based on the statistics he has seen. It was his belief that 
the spotlight should be put squarely on the term problem. He also reiterated the 
fact that recently the business has increased the classes eligible for term treat. 
ment; it was also mentioned that the package policies have probably not helped 
in this connection. 

Another member, in discussing the problem of changing term multiples, be 
lieved that the business should get approval of rate increases before term multi- 
ples became an issue. 

Another member spoke in opposition to any change in either the length of the 
term or a change in the multiples. The following reasons for opposition were 
given: 

1. There is an important tax consideration involved because, if the permissible 
term is shortened, there is a decrease in the unearned premium reserve. 

2. It is entirely probable that important competition would not accept the 
change, placing those companies which had agreed to such a change at a serious 
disadvantage. 

3. Changes such as are proposed would probably require a reduction in the 
presently effective annual rates. 

Comment was also made to the effect that unless more uniformity develops 
in the business than is presently evidenced, there is considerable doubt as to 
whether any of these changes can be effected. Those executives who cared to 
were invited to write Inter-Regional Insurance Conference their individual 
opinions in the premises. They were assured that such an expression from 
them would be welcome. 

Recessed 4 :30 p.m. 


MAY 3, 1957, 9 A. M. 


The meeting reconvened with Mr. Herd as chairman. 


RATE AND FORM DEVIATIONS 


Mr. Roland H. Lange read a paper titled “Deviations.” This paper made the 
following suggestions : 

1. It is the responsibility of each individual company to exercise self-restraint 
in the matter of deviations in order that the rating processes can measure to 
the greatest possible extent the accuracy of statistical experience. 

2. Deviations also have a pervasive effect on the general subject of expenses. 

3. Open hearings should be held on deviations and it should be made certain 
that each deviation is justified by substantiating statistics. 
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4, Additional work and expense is also incurred by insurance departments 
in processing deviation filings and a heavy burden is borne by auditing bureaus 
jn checking filings against all incoming daily reports and endorsements of 
deviating companies. ; 

A copy of Mr. Lange’s paper is attached hereto and made a part hereof and 
was ordered distributed ‘to the membership. 


CREDIT AND COLLECTION PROCEDURE 


Mr. T. G. McGuire stated that the stock fire and casualty companies are faced 
with the problem of rising costs which, in turn, reduce profits. He believed 
that any move that can be made to reduce expenses without doing violence to 
our established methods and practices should be carefully scrutinized. In a 
memorandum presented to the meeting, the speaker estimated that a comparison 
of the stock fire and casualty companies’ credit periods (75 to 105 days), to those 
used in the life insurance business, indicated that our industry is penalized an 
estimated $82 million annually, when investment income, chargeoffs due to flat 
cancellation, other operating expense, and collection expense are considered. 

It was stated, in the speaker’s opinion, that “free insurance” resulting from 
flat cancellations had an important adverse effect on the underwriting profits of 
our companies. E , f 

The speaker buttressed his presentation by adverting to a cost reduction 
conference held on February 15-16, 1957, in Marin County, Calif., between 
representatives of the California Association of Insurance Agents and repre- 
sentatives of the Board of Fire Underwriters of the Pacific. At this conference, 
the subject of flat cancellations, free insurance, and credit procedures generally 
practiced within the industry were thoroughly discussed. 

It was pointed out that at meeting of the membership of Pacific Insurance 
and Surety Conference on March 28, 1957, the following resolution was adopted: 

“The Pacific Insurance and Surety Conference wish to make known to the 
American Insurance Association its enthusiastic endorsement of any plan or 
plans that may be adopted to cure the evils resulting from the unrealistic credit 
terms in current use by the stock fire and casualty companies. 

“We urge that the following proposals should have immediate attention bv our 
industry : 

“(1) Flat cancellations (free insurance) ; 

(2) Writeoffs ; 

(3) Collection expense ; 

(4) Loss of investment income, which is now tied up in accounts receivable; 

(5) Decrease in surplus due to nonadmitted assets feature of over-90-day 
balances. 

“This organization respectfully suggests that American Insurance Associa- 
tion sponsor an activity to deal with these subjects.” 

Further documentation of the speaker’s point of view is contained in the 
“Synopsis of the 61st Annual Meeting of the Board of Fire Underwriters of the 
Pacific.” On page 44, the penultimate paragraph, the following appears: 

“It was the consensus that the insurance business should embark definitely on 
a long-range program to go on a cash basis. It was recognized that it would 
take time and patience to accomplish this objective. In the interim everything 
possible should be done to remove the competitive aspects of proper credit and 
collection procedures; i.e., to have that phraseology in the policy, if not paid 
within a given time the policy would automatically lapse; of course there would 
be legal problems involved but it is done by the life insurance companies.” 

In summary, the speaker believed that American Insurance Association should 
lead in connection with this problem and embrace and endorse the concept of 
converting the credit basis in the fire and casualty industry to “cash in 
advance.” 

Another member believed that the method presently being used to collect 
premiums from the agent was uneconomical. In some studies that had been 
made it was found that by billing the agent for each month’s business and 
expecting payment directly thereafter, some of the problems mentioned by the 
previous speaker are automatically eliminated. In this speaker’s opinion there 
is nothing radical about billing the customer (agent) and this method would 
certainly be less controversial than direct billing to the insured. The latter 
method has been challenged by the organized agents. Further study of this 
whole problem was urged upon the membership. 
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Another member recalled a committee which was formerly active in this 
association which was interested in this subject. The comment was made that 
no one company can individually correct whatever defects there may be in these 
procedures. 

The last speaker to address himself to this subject believed that nearly 
everyone agrees with Mr. McGuire in his remarks but the difficulties of arriving 
at any sort of an agreement in this field are manifest. Evolution rather thay 
revolution seems to be necessary. 

The membership took no action pursuant to the presentation of this subjeg 
outlined above. 


RATES FOR AUTOMOBILE INSURANCE ON A PURE LOSS AND LOSS EXPENSE Basgig 


It is estimated that the organization companies are losing premium volume to 
the direct writers in the automobile liability field at the rate of from 2 to 3 
percent a year. The question which must be considered and resolved is what 
measures may be taken to recapture this business, or at least to reverse the 
current trend. In analyzing the rating structures it appeared to one of the 
members that the impact of the expense portion of the premium dollar seems 
to make the difference. 

It was pointed out that on the west coast some studies have been made to see 
if it is feasible to write automobile business on a pure loss and loss expense bagis, 
This leaves open the item of other expense, including acquisition cost. 

Another member stated that all State and State Farm Mutual differ in opera. 
tion between themselves and of course operate differently than the organization 
companies. It was noted that the National Association of Independent Insurors 
keep statistics on a different basis from the National Bureau of Casualty 
Underwriters. It seemed to this speaker that these considerations make jt 
impossible for the business as a whole to agree to uniform principles of rating 
in the automobile liability field because there is no agreement on territories or 
classifications. This speaker concluded that he thought the most realistic ap 
proach to this situation is to develop a lower total premium and thereby become 
more competitive with the direct writers. 

It was moved, seconded, and carried that the chairman appoint a small econ- 
mittee of this association to study the feasibility of the industry adopting a system 
of rating automobile third party liability insurance on a pure loss and logs 
expense basis. 

VALUATION OF SECURITIES 


A member expressed the belief that in view of the 1956 underwriting results, 
it would be prudent for this association to study the method by which the 
National Association of Insurance Commissioners’ Valuation of Securities Conm- 
mittee operates. It was pointed out that the placing of this matter on the agenda 
and the discussion of the subject in nowise indicate any disapproval of the 
method by which securities of fire and casualty companies are valued but repre 
sents a desire to have the matter looked into so that the members may be satisfied 
in all respects in connection with this very important subject. 

Accordingly, it was moved, seconded, and carried that the chairman be re 
quested to appoint a special committee of experts to study the method of evaluat- 
ing securities according to the formula of the NAIC Valuation of Securities Con- 
mittee and to make any appropriate recommendations to the association in this 
connection. 

FLOOD INSURANCE AT FIXED LOCATIONS 


Mr. R. H. Bancroft presented this subject stating that floods have always been 
a very real problem and, in spite of all of the work that is being done on flood 
control, probably always will be. In more recent years floods have been dis- 
astrous for insurance companies. The floods on the lower Ohio River, for 
example, those at Kansas City, in the New England States following the hurri- 
eanes, and those in northern California, have cost the insurance companies 
millions of dollars. Texas, at the time of this meeting, is suffering from floods. 

When one considers the trend in recent years toward broader forms of coverage 
and that many forms of insurance have been devised which cover flood at fixed 
locations, it is easy to see why the companies have been hit hard. 

Some examples of forms that provide flood coverage at fixed locations are: 
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{MIB forms: 
. Personal property floater. 


Accounts receivable. 
Bridges. 
Furrier’s customers. 
Jeweler’s block (optional). 
. Equipment dealer’s floater (optional). 
. Camera and musical instrument block (optional). 
8. Garment contractor’s floater. 
Multiple line policies : 
1. Manufacturer’s output (optional). 
2. Homeowner’s C (flood cover on personal property only). 
8. Comprehensive dwelling policy (personal property under P.P.F.). 
“Noncontrolled” inland marine forms: 
1. Installation floater. 
2. Bailee’s customers. 
8. Processor’s floater. 
4. Food locker policy. 
5. Pattern floater. 
6. Merchandise by auto—as to terminals. 

In view of the fact that American Insurance Association, as a result of a 
very complete study, concluded that flood insurance covering fixed location 
properties in areas subject to recurrent floods cannot feasibly be written by 
private companies, the time seems right for the insurance industry to take a 
stand. Accordingly, it was moved and seconded (1) that American Insurance 
Association suggest to various interested advisory organizations that a study 
pe made of all current forms granting coverage against the peril of flood at 
fixed locations; (2) that American Insurance Association suggest to various 
advisory organizations that a study be made as to the feasibility of providing 
flood coverage on a buy back basis through private companies at a rate and on 
an individual underwriting basis; (3) that the possibility be explored of working 
out the problem of providing coverage through the Federal Flood Indemnity 
Administration if the buy back provision is not feasible. 

One member recalled a statement at the 1956 annual meeting in Atlantic City 
along the same lines as those just stated. 

Another member felt that after a flood there is great interest in such a proposi- 
tion (to exclude flood cover) but the feeling wanes with the passage of time. 
This member doubted that any positive results would come from suggesting 
such a study to advisory organizations. Another member recalled that one 
reason for not suggesting a similar action last year was because such a course 
might adversely affect Congress which was then considering the Federal Flood 
Insurance Act of 1956. 

Another member expressed sympathy for the purpose of the motion but felt 
that turning problems over to the Federal Government is never a solution. 
Accordingly, he suggested the removal from the motion of any reference to the 
Federal Government (point 3). This deletion was agreed to. 

Considerable debate ensued and it was finally decided to divide the question 
into parts 1 and 2. Part 1 (suggesting study of problem) was passed. Part 2 
(buy back provision) was lost on a tie vote, with Chairman Heard voting against 
this part of the motion. 

In summary, the final action taken by the association in this particular is as 
follows: 

It was moved, seconded, and carried that American Insurance Association 
suggest to various interested advisory organizations that a study be made of 
all current forms granting coverage against the peril of flood at fixed locations. 


NOP bo 


REPORT OF NOMINATING COMMITTEE 


Mr. Clarke Smith reported for the committee in the absence of Mr. A. B. 
Jackson, As a preliminary statement, Mr. Smith pointed out that it was the 
understanding 2 years ago that Mr. Kenneth B. Black, who has served in the 
capacity of vice chairman, might not be able to accept the chairmanship at the 
end of Chairman Heard’s term. Mr. Black has indicated that he will be unable 
to accept the chairmanship at this time. 
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Accordingly, the committee nominates the following slate: 
For a term of 1 year: 
Chairman, William E. Newcomb. 
Vice chairman, J. Harry Bibby. 
Treasurer, F. Elmer Sammons. 
Secretary, John F. Neville. 
For a term of 3 years for service on the general committee : 
Crum & Forster Group. 
Hartford Fire Group. 
Maryland Casualty Co. 
North British Group. 

The following companies are rotated off the general committee at this time- 
America Fore Insurance Group, the Fund Insurance Cos., Loyalty Group, United 
States Fidelity & Guaranty Group. 

The general committee for the ensuing year was placed in nomination, as 
follows: Aetna Life Affiliated Companies, Chubb & Son Group, Commercig| 
Union-Ocean Group, Crum & Forster Group, Great American Group of Insurance 
Companies, Hartford Fire Group, Maryland Casualty Co., North British Group 
the Saint Paul Companies, the Springfield Group of Insurance Companies, 
Standard Accident Group, the Travelers Group. ; 


ELECTION OF OFFICERS AND GENERAL COM MITTEE 


Chairman Heard then stated he would entertain a motion for the election of 
those who had been nominated and a motion was made from the floor that the 
secretary be requested to cast a single vote for the nominations presented by the 
committee. When the secretary stated that he had cast such a vote, Chairman 
Heard declared that all those placed in - nomination had been duly elected. 

Chairman Heard made appropriate remarks to the association, stating that 
he liad enjoyed serving in the capacity as chairman. Chairman Heard then, in 
the absence of the newly elected chairman, requested Vice Chairman Bibby to 
take the chair. Mr. Chubb proposed a rising vote for Mr. Manning W. Heard 
who was retiring as chairman. Such a vote was enthusiastically given. Mr. 
Harry W. Miller proposed a rising vote for Mr. K. E. Black who was retiring as 
vice chairman of the association. Again the membership responded with ep- 
thusiasm. 

Mr. Walter E. Beeson stated that he was representing the Great American 
Group of Insurance Companies at the meeting and in this capacity he wished to 
speak at this time for the reason that Mr. William E. Newcomb, the newly elected 
chairman, was not present to speak for himself. Mr. Beeson expressed his heart- 
felt appreciation for the honor bestowed upon Mr. Newcomb and felt that Mr. 
Newcomb would say the same thing if he were present. 


NEW BUSINESS 


Amount of Investments by Stock Companies.—Mr..Iago stated that he believed 
the work of the Committee on Direct-Writing Activities of Lloyd’s and Other 
Unauthorized Insurers would be furthered if it were able to demonstrate the 
totals of stock fire and casualty investments in bonds of the United States Gov- 
ernment, State, county, municipal, special revenue (turnpike), as well as in- 
vestments in the bonds of private corporations, together with totals invested in 
preferred and common stocks. 

Accordingly, it was moved, seconded, and carried that the chairman be author- 
ized to ascertain if such a record .is available at a reasonable cost and, if so, to 
proceed to procure it so that the information would be available for the next 
meeting of the association. 

Adjournment at 10:30 a.m. 

JOHN F. NEVILLE, Secretary. 


DEVIATIONS 


Roland H. Lange, vice president, Hartford Fire Insurance Co. 


The increasing number of deviations in rates and forms is highlighted again 
at this time because of the underwriting results for 1956 and the attendant study 
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of rate levels. It is estimated conservatively that over 5,000 deviations are in 
effect today throughout the country. To what degree they debase the premiums 
and thereby the statistics upon which rates are predicated will no doubt be an 
increasing subject of interest as adequacy of rates now come under closer scru- 
tiny by both companies, bureaus, and insurance departments. In looking to the 
recent past, it could be safely stated without too much fear of contradiction 
that the deviations and independent filings of the past decade have to a con- 
siderable.degree brought the industry to its present underwriting circumstances. 
The competitive urge which permitted many individual companies to see justifica- 
tion in rate-cutting devices of one kind or another, and which as a defense 
pureau companies felt constrained to adopt in some instances, has raised the 
question as to control of deviations. Let us scan but a few of several actions 
taken by insurance departments in recent months, 


RECENT ACTIONS INDICATING INSURANCE COMMISSIONERS’ CONCERN OVER DEVIATION 
SITUATION 


Arkansas.—The ‘commissioner -in turning down numerous deviation requests 
has indicated a preference to have deviations filed through one medium for pur- 
poses of control. In addition, he has stated that the underwriting experience 
of a single company does not in itself justify a deviation and that deviations by 
stock fire companies will distort Arkansas statistics in rate regulation to the 
extent of impairing effective State control over fire rates. The fire rating bu- 
reau attends all deviation hearings and is at this call in regard to substantiation 
of facts and statistics pertaining to them. 

Texas.—A bill recently filed would require that deviation be justified by cred- 
ible loss experience, that consideration be given to factors normally used in de- 
termining rate bases and that open hearings shall be held on company’s appli- 
cation for permission to file a deviation or reduced rate. 

South Carolina.—A year ago a committee to investigate State administration 
of insurance included in its report its concerns as to variations and deviations 
from standard policy and form practices. Standardization was stated as de- 
sirable. “In the interest of the solvency of insurers, the rate structure should 
be rather rigidly regulated. ‘The value of competition is not to be overlooked but 
the use of rates that will maintain solvency of insurers is of the first importance 
to public interest.” There were indications that deviations and independent fil- 
ings were an area in which the insurance department had little guidance of 
precedence. Concerned with over 200 filings and variations, the insurance de- 
partment has indicated one date, November 15, for effective date with a prior 
calendar for proper study and approval of such submissions. 

North Carolina.—The commissioner recently rejected several deviation filings 
onthe grounds that the involved companies’ expenses and losses exceeded 100 
percent of premiums for the-experience-period. 

New Hampshire.—The insurance department opposed deviated rate filings of 
mutuals to the extent of their dividends. 

Connecticut.—At a recent meeting the department expressed concern as to 
its ability to accept or reject deviation filings involving package policies, where 
no valid statistics are available. 

Louisiana.—The rating commission has cited that it will not approve a filing 
wherein the rules and rates are based on judgment, if there are statistics avail- 
able which are substantially applicable. 

Kentucky.—In the past week the commissioner has issued an order that “all 
rate deviations presently in effect and heretofore approved by the department 
for use by stock and mutual insurers writing fire and allied lines, inland marine 
and multiple line insurance be and the same are hereby terminated as of 12 
noon, September 30, 1957. Such action does not preclude the right of any com- 
pany to apply for deviations as ._permitted by statute.”- It could be presumed 
from this that the commissioner is attempting to make a fresh start while still 
preserving he right of deviations or to ask for a hearing on an order previously 
made without a hearing. 

Some mutual spokesmen have publicly expressed concern over conditions 
which under the present rate regulatory system give undue favor to independent 
or nonbureau companies. They have observed that filings are accepted without 
adequate insistence that the filer support such filings. Such insistence, it was 
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said, would exert pressures tending to maintenance of supporting information 
if such companies are without benefit of the bureau system. 

Agency circles have become increasingly concerned about the deviation sitys. 
tion as they observe certain companies, on one hand, attempt to gain an 
advantage thereby through restricted writing in special classes of businegs or 
by some expense reduction affecting agents. On the other hand, they see th 
demise or weakening of companies they represent through unjustified deviat; 
They know that either situation works against their long-range best inte 

Inter-Regional Insurance Conference addressed its members within the 
several days calling attention to the multiplicity of deviation and independent 4. 
ings and that they are “not only a source of expense to the industry as a whole 
and complicate the work of rating organizations in attempting to carry oy 
the wishes of its members but are, also, a source of confusion to Producers 
and to the insuring public.” 

Looking back for a moment into the background of this section of the ra 
bill we recall that it was devised to meet the requirements under State regula. 
tion of sufficient flexibility to provide a workable arrangement for all types of 
companies. Cognizance was taken of the special problems and business methods 
of mutual companies and independent companies by permitting the filing of 
rates without being bound by the decisions of rating organizations. It was algo 
felt desirable to make available freedom of competition through deviation filings 
for companies members of rating organizations who for one reason or another 
felt justified in promulgating a rate other than that of the rating bureau of which 
they were a member. 

That the intention of the law is being put to use is amply demonstrated 
the thousands of deviations. That there are foreboding implications of its ex. 
cessive use is also evident. In this connection several suggestions present them. 
selves. 

1. While deviated premiums are converted to full bureau premiums for ine. 
sion in State statistics, the effect of deviation in forms and policies cannot be 
so adjusted. We are thus confronted again with the inescapable fact that ex. 
tensions of coverage are an insidious and perhaps most significant factor in the 
long-range underwriting results of companies and one which no rating process 
can properly reflect. It becomes the responsibility of each company to exercise 
self-restraint in this respect in order that the rating processes can measure to 
the greatest possible extent the accuracy of statistical experience. 

2. Expenses inevitably raise their collective heads in a discussion of devia- 
tions. This is a subject unto itself and it is not intended here to become in- 
volved in certain specific situations presently under consideration. The industry 
practice of providing “free” insurance through the present flat cancellation rules 
is extremely costly and provides direct writers and others who employ cash 
payment plans an expense advantage upon which claim for rate deviation could 
be based. Likewise, inadequate minimum premiums exact a heavy expense 
drain. These and other aspects of the expense side of the underwriting picture 
could well bear the active study of proper industry organizations to the end 
that parity can be maintained with those employing such methods. 

3. The extension of the practice of holding open hearings by commissioners 
should be encouraged in order to give all interested parties an opportunity to 
appear and to provide the insurance departments with statistics and information 
pertinent to the proposed deviation. In the States where this procedure has been 
adopted and where State and national rating bodies are permitted to study 
and analyze such filings, commissioners have had great help in combating mu- 
warranted deviations. Certainly there would be greater care exercised on the 
part of any company to make a deviation without sufficient substantiating 
statistics. 

4. In addition to the considerable additional work and expense incurred by 
insurance departments in processing deviation filings a heavy burden is borne 
by auditing bureaus in checking filings against all incoming daily reports and 
endorsements of deviating companies. Also, there is additional expense it- 
curred by rating organizations in converting deviated premiums to actual pre 
miums. This cost, ironically, is shouldered in the main by the nondeviating 
companies because of their comparative premium writings. Even if deviating 
companies were assessed on the basis of actual premiums it would not reflect the 
proportionate expense that has been incurred by reason of their deviation. A 
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te charge based on some cost accounting measurement should be devised 
for the handling of deviations. 

These points are cited as illustrative of what measures can be considered, and 

ers no doubt will be brought out in additional discussions here. 

The conclusion that must be ultimately drawn is that if the studies currently 
under way in connection with rating processes are not to be found conflicting 
in the opinion of regulatory bodies in view of the large number of deviations 
which tend toward debasement of rate levels, action is required to indicate to 
commissioners the earnest desires of the industry to assist in such steps as will 
reduce the frequency and the trend of deviations. This must be an individual 
as well as a collective effort. 

Finally, if filed rates and deviations cannot be kept in some proper state of 
palance so that the present pattern of regulation may survive, the alternative 
may be disastrous competition and the imposition of some less acceptable and 
more rigid form of regulation. 


Report OF COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’s AND OTHER 
UNAUTHORIZED INSURERS TO THE ANNUAL MEETING OF THE AMERICAN INSURANCE 
AssOcIATION ON May 2, 1957 


In our last report our committee recorded the fact that its work would be 
difficult unless it received the enthusiastic support of the membership of the asso- 
ciation and as well of the industry organizations representing major classes of 
business. The committee would now like to report that the desired support has 
been received and there is abundant evidence of a continued enthusiastic interest 
in the committee’s work. We have been carrying out our program of gathering 
evidence of unfair and unnecessary competition from many sources and our 
research has produced some rather startling developments which we would like 
to summarize for the information of the membership. 

In the fire fleld there is much evidence of the continued successful solicitation 
by unlicensed carriers of business now on the books of organization and admitted 
companies. Several examples may be of interest. 

Recently a large countrywide account, carrying a 3-year premium of over 
$400,000, written in the Factory Insurance Association, has been placed directly 
in an unauthorized insurer on a basis that the committee has been advised 
included all-risks coverage, an important revision of certain standard clauses, 
use and occupancy on a per diem value basis and flood coverage at certain im- 
portant locations. The term premium indicated is $150,000 or less than 40 
percent of the F.I.A. premium. 

One of the very large nationwide whisky accounts, paying a 3-year premium 
of approximately $1 million, covering many locations, recently decided to insure 
under a partial self-insurance plan, the key to which plan appears to be assistance 
by unauthorized insurers. 

We have evidence of a very large cottonseed oil risk being written in a single 
policy in the unauthorized market on a named peril basis, including replacement 
cost coverage on the building and equipment and market value as respects stock 
both in process and finished. The premium is payable monthly and over a 5-year 
period the rate charged will produce about 50 percent of the premium which was 
paid to licensed domestic companies. 

The committee also has before it evidence of the unauthorized market writing 
a large grocery chain in the Middle West which had developed a premium of 
approximately $60,000 per annum. One policy was written on an all-risk basis 
covering all liabilities to which the assured was exposed, ineluding fire, public 
liability, automobile liability, compensation, marine cevers, U. & O., ete. The 
policy contained a $500,000 limit with a $15,000 cumulative deductible. The 
Premium was based upon gross annual sales at about half the tariff premium. 

Representatives of the nonadmitted market were also active in the franchise 
store field where they were offering direct and third party coverages and store 
keeper’s burglary and robbery protection, including safe burglary, at substantial 
reductions from rates which would result from any application of tariff formulas. 

Many of the members of the association are well awere of the activities of the 
nonadmitted market in the oil risk field, but through the cooperation of the oil 
insurance associations we have developed information which would indicate 
that licensed insurers are participating in all of the accounts which are written 
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on a deductible basis and in the process have acquired a premium income which 
is estimated to be approximately $1,500,000 per annum. 

The nonadmitted market has also been extremely active in the aviation field, 
Notwithstanding the intense competition in this class, there is much evidence of 
rate competition and the loss of important airline business which had been 
written by domestic companies. 

There is also evidence of increasing competition in the railroad field, as evi. 
denced by the fact that licensed companies have recently lost the genera) fire 
schedule on one of the Nation’s major railroads, reported to be written in the 
unauthorized market on a cost-plus basis with a guaranteed minimum and mayj. 
mum premium, with a 1-year noncancellation clause. 

We also have evidence of severe competition in the increasingly important 
(and interestingly enough recently nonprofitable) oil rig business. Here it 
would appear that licensed agents have open market covers and many contracts 
have been written at less than 50 percent of the going U.S. tariff. 

In the important bankers’ blanket bond field the success of the licensed com. 
panies continued to be impaired by the activities of the unlicensed insurers offer. 
ing excess limit coverages at reduced rates, using as an excuse membership in 
bankers’ associations. 

In the accident and health field there has been a particularly disturbing devel. 
opment in that for years the practice of authorized carriers has been to limit the 
principal sum, with a portion of that sum applying to the loss of an extremity or 
an eye. Recently there is evidence of nonadmitted market offering to reingure 
100 percent of the liability of an admitted carrier at a substantial reduction jp 
rate for group accident and health business where the principal sum and the logs 
of an extremity or an eye carried with it a payment several times higher than 
any authorized company has been willing to accept. This situation amounted to 
a substantial guaranteed profit to the underwriter of the business acting as a 
fronting operation to give the proposal a status of importance when it came to 
the large associations with many members in all States of the Union. 

These are but a few of the examples of what your committee has developed 
through the cooperation of members of the association and industry organiza- 
tions. The examples used will indicate the scope and seriousness of the compe- 
tition. It is obvious that this kind of information and additional data that we 
hope to secure through the continued interest of all concerned will be very valn- 
able when we submit our recommendations with respect to what protective action 
is necessary. 

Added to the direct writing activities of unauthorized insurers is the continued 
evidence of arrangements being made with licensed companies for fronting, with 
substantial portions if not the entire liability being reinsured in the unlicensed 
market. This is an alternative arrangement that needs to be carefully watched 
for it is equally as unfairly competitive as direct writing activities. 

We continue to find evidence that adjusting services, owned or substantially 
supported by licensed companies, are being used to adjust claims of unlicensed 
insurers. We urge all officers or members of the association who are directors of 
these adjusting organizations to see to it that these activities are curtailed and 
as far as possible eliminated. 

The committee has taken due note of increased interest in the unauthorized 
insurance market on the part of a number of insurance commissioners. This is 
not only evidence of the fact that the competition exists locally but that it is 
having an important bearing upon the progress of the admitted insurers. 

Assuming the membership concurs in our view that our research has been 
worth while, we-shall continue soliciting the further fine support we have received 
to date in accumulating important data. 

Respectfully submitted. 
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MOKANDUM OF MEETING OF COMMITTEE ON DIRECT-WRITING _ACTIVITIES OF 
ee AND OTHER UNAUTHORIZED INSURERS ON May 2, 1957, 8:15 A.M., 
SKYTOP LopGE, SKYTOP, PA. 


THOSE PRESENT 
The Fund Insurance Cos. : 
Chairman, Mr. James F. Crafts 
Mr. John H. Dillard 
Aetna Life Affiliated Cos. : 
Mr. B. J. Perrin 
Mr. Olaf Nordeng 
Fidelity & Deposit Co. of Maryland Group: Mr. John J. Iago 
Home Group: 
Mr. K. B. Black 
Mr. Leonard Peterson 
The Saint Paul Cos. : 
Mr. Ronald M. Hubbs 
Mr. Richard Hunter Bancroft 
The Travelers Group: Mr. Charles J. Haugh 


CONSIDERATION OF COMMITTEE REPORT 


It was the consensus of the committee that the draft of the report to be sub- 
mitted to the membership meeting was approved, except that all reference to 
expressions such as “Lloyd’s” and the ‘‘London market” be deleted and expres- 
sions such as “unauthorized insurers” or “nonadmitted insurers” be substituted 
in lieu thereof. Subject to the above amendment, the report as submitted by 
Mr. Crafts to the committee was approved as a committee report for presenta- 
tion to the membership. . 

The chairman pointed out that the accident and health business seems to be 
very much affected by this problem. High limits on loss of extremities is being 
granted in large group coverages, then reinsurance is exported at a rate which 
guarantees the admitted writer a profit. , 

It was pointed out that we are dealing with broad issues in connection with 
the work of this committee and not just with property insurance. 

Mr. Haugh referred to the loss of a boiler and machinery line carrying a 
million dollar premium. Mr. Hubbs called attention to a new law in Minnesota 
which requires the insured to file an affidavit in connection with surplus lines 
insurance. 

CIRCULATION OF MATERIAL TO MEMBERSHIP 


The chairman expressed hope that the committee can determine that the 
membership of AIA is sufficiently interested in the overall problem to support 
the committee and to justify its further work in collecting cases where insurance 
has been exported which should have been written in the American market. Mr. 
Peterson believes information which has been collected should be distributed to 
membership. (Same information which has heretofore been circulated to the 
committee.) Mr. Crafts wondered if such a distribution would be sound, mainly 
because the information might: reach the wrong hands. It was his idea that 
perhaps our work should not be pinpointed to this extent. There then followed 
a discussion of whether such a distribution would be an unfriendly action which 
may be opposite from our expressed program which essentially was made up of 
attempting to arrive at an understanding through conference. 

Mr. Black reminded the committee that Lloyd’s has shown no interest in 
rectifying these matters; has known of industry’s interest and concern for a 
considerable period of time. 

It was the consensus of the committee that the secretary should develop a list 
of the typical cases of insurance which has been lost from the American market 
to unauthorized insurers and distribute it to the membership. This program 
is subject to the approval of the organizations which originally submitted the 
information and also subject to the approval of the chairman and the committee. 
In connection with this subject there was some discussion as to whether Lloyd’s 
can control its members in any event. 
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LEGAL STATUS OF AIA 


Can we have discussions with Lloyd’s without a violation of the antitrust 
laws? Should we explore our legal position in this matter? Mr. Black: How 
about Lloyd’s trust funds? A lawyer of his acquaintance claims the fynq is 
set up in violation of the insurance law of New York State. Fund probably 
can’t be reached. Mr. Crafts pointed out that the new British tax law provides 
an exemption for Lloyd’s income. This favorable treatment, under the recently 
announced tax program, would seem to act-as a stimulant for the direct-wrj 
activities of Lloyd’s. (Do not include any reference to the British tax law or 
its effect in any memorandum which is sent from this office. ) 


THE NATIONAL BOARD OF FIRE UNDERWRITER’S MATERIAL 


The chairman asked whether the members would like copies of the materia) 
which has been furnished by the National Board of Fire Underwriters ag 
result of a questionnaire sent to the members a couple of years ago. This 
material consists of a list of actual cases where insurance was lost to the ungp. 
thorized market. It was the consensus that such distribution would be yp. 
necessary as the NBFU information was not current. 


ACKNOWLEDGMENT TO COOPERATING ORGANIZATIONS 


The secretary was requested to express the appreciation of the commit. 
tee for material received from various organizations, IMIB, Factory Insurange 
Association, Oil Association, and so forth. 


MICHIGAN SITUATION 


The secretary presented the committee with the outline of the problem raiseq 
by State Representative Boyer in which he introduced a bill making it manda- 
tory for companies represented in agencies in that State to take their share of 
business offered to them by that agent. Representative Boyer stated as his rea- 
son for taking this action was the fact that he found himself, as an insurance 
agent, compelled to go to the London market for all too much of our business, 
The secretary stated that the best information he could develop was to the 
effect that this bill was not going to get out of the committee. The purpose of 
raising this issue before this committee is the fact that the amount of Lloyd's 
business done by Michigan agents seem to be the trigger which set off Represent- 
ative Boyer. Boyer does not like to send business to London. 


COM MISSIONERS 


The commissioners of Oklahoma and Kentucky are interested in this problem 
(unauthorized insurance). In California there is considerable difficulty with a 
bill to clarify the surplus lines law. The brokers vigorously defend their right 
to do that to which there may be serious objection. In both New York and 
Pennsylvania, the superintendents have suggested amendments to the surplus 
lines law. In New York, the purport seemed to be primarily to set up a com- 
mittee of the industry to process each application for the exportation of 
insurance. 

Mr. Hubbs pointed out that Oklahoma State Nurses Association had group 
insurance in Lloyd’s. 

Mr. Crafts wondered if Mr. J. Raymond Berry, general counsel of the National 
Board of Fire Underwriters, should be asked to inform the commissioners of the 
AIA’s interest in this. The consensus of the committee was that Mr. Berry 
should be asked to do this. (How about Ray Murphy?) 

Secretary Neville read a letter from Mr. Wagner, of the Association of Casualty 
and Surety Companies, in which it was stated that although the report was tenta- 
tive in nature the company members-of that. association seemed to have no 
examples of the exportation of insurance to report. 

Mr. Black reported that the General Adjustment Bureau has refused for ap- 
proximately the last year and a half to handle Lloyd’s losses. Lloyd's has 
brought pressure to have this prohibition removed. Such pressures have also 
been made by the Lloyd’s brokers. 

Mr. Nordeng brought a subject before the committee which he had mentioned 
previously. He outlined the problem created by the companies which are ad- 
mitted in a couple of States writing insurance at less than tariff rates and in 
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States where they are not admitted and reinsuring in admitted American com- 
panies. (Lexington Insurance Co. whisky accounts.) (Charles Hewitt, of 
ker. 
The = i expressed that we could have another committee meeting before 
the next meeting of the association. 
Adjournment, 9 :20 a.m. 
JoHN F. NEVILLE, Secretary. 


FIREMAN’S FUND INSURANCE Co., 
San Francisco, May 15, 1957. 
Mr. J. RAYMOND Berry, i ; 
general Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: As you know, the American Insurance Association has a commit- 
tee researching on the direct writing activities of Lloyd’s and other unauthorized 
insurers. Fireman’s Fund is chairman of that committee. 

In recent months we have developed a substantial amount of rather startling 
information about the growth and severity of the unauthorized insurers’ activities 
in many fields of insurance. As some evidence of that fact, I am enclosing copy 
of a report which was made by our subcommittee to the membership of the 
association on May 2. 

Our program of procedure, which has been approved by the association, is to 
get all the facts that are available and then have a friendly sitdown with repre- 
sentatives of unauthorized insurers, with a view to discussing how unhealthy and 
unnecessary competition could be curtailed and, if possible, eliminated. Failing 
in that endeavor, it is the thought of the committee that we would then turn to 
alternatives, which it is generally believed would involve the enactment of protec- 
tive statutes in the several States. 

In one of the recent meetings of our committee the question arose as to how 
far we could go legally without giving adequate consideration to the application 
of the antitrust laws. Having in mind that you have full knowledge of the 
subject and the problems, I said I would write you this informal letter and ask 
for your informal opinion. 

You are well aware of the fact that in the history of the business this is not 
the first time the kind of an approach we have in mind has been attempted. 
When Mr. Haid was president of the IEA, he made several trips to London and 
was very successful, through friendly discussions, in reaching certain understand- 
ings that gave London underwriters continued freedom of action, but brought 
about realization of the fact that U.S. insurance companies were their largest 
feeders of business and that it just did not make sense to set up a competitive 
condition which would eventually be injurious to both parties. 

Then there is the marine situation, where, while rates are not agreed upon, 
there is a mutual respect for the operations carried on by the two friendly 
countries. The same thing is true in certain reinsurance fields, where a leader 
is established on one side of the water or the other and the remaining market 
usually follows. 

At the next meeting of our committee, I propose to suggest to them that I will 
be going to London this fall and that I be permitted to have an informal meet- 
ing with the chairman at Lloyd’s or the committee to review the kinds and types 
of unfriendly and unnecessary competition that our research has developed. I 
would expect one or two answers, the first being that the committee having no 
power over its subscribers would simply take it upon itself to influence its mem- 
bers to recognize the facts. The other possible answer is that as long as the 
committee has no authority over its subscribers there is nothing they can do 
about it. In that event I would suggest that their answer indicated they would 
ore with us in setting up reasonable protective measures in the United 

tates. 

One additional important observation. While I cannot speak with authority, 
Ihave during the past year or two been in contact with both the State and Com- 
merce Departments of our Government. While they have shown only a minor 
interest in some aspects of the insurance business, from time to time the ques- 
tion is asked as to why we export all of the insurances that we do. 

This does not mean that we can overlook the application of the antitrust laws, 
but it does suggest that there is more than an academic interest in our trying to 


find an answer, for one of the reasons that can be frankly stated is unfair and 
unhealthy competition. 
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I shall be in New York for a short period next week and perhaps there wiy 
be opportunity to talk about this matter at that time, but if not, I would wel. 
come your views, which I know will be on the constructive side, for the problems 
which our business faces are real and adequate answer must be found. 

With kindest personal regards, I am 

Sincerely yours, 
JAMES F. Crarts, 


FIREMAN’S FUND INSURANCE Co,, 
San Francisco, May 15, 1957. 
Mr. JOHN F. NEVILLE, 
Secretary, American Insurance Association, 
New York, N.Y. 

DEAR JOHN: In our committee meeting at Skytop we discussed the Lloyd's 
American trust fund. I forget who it was who inquired about it but I recay 
suggesting that I had some information with respect to how it is invegteg, 
Perhaps you have a note as to who inquired, but in any event here ig the 
information. 

The total value of the fund on April 30, 1957 was $262,527,404.23, investeg 
67.44 percent in U.S. Government securities and 6.33 percent in miscellaneous 
other securities, and 26.23 percent held in cash. 

I don’t think this information should be passed around promiscuously but if 
some member of the committee wants it I think he is entitled to have it ip 
confidence. 

Sincerely yours, 
JAMES F’. CraFts, President, 


FIpELity & Deposit Co. OF MARYLAND, 
Baltimore, May 17, 1957, 


INFORMATION FROM BEST’S ON INSURANCE COMPANY INVESTMENTS 


Mr. JoHN F. NEVILLE, 
Secretary, American Insurance Association, 
New York, N.Y. 

Dear Mr. NEVILLE: Thank you very much for your letter of May 14. What! 
had in mind at Skytop was something in the nature of a refinement or elabora- 
tion or projection of the Best & Co. compilation to which you made reference in 
your letter. 

The kind of a compilation I had in contemplation would provide a breakdown 
of each of the various categories of admitted assets in the Best exhibit to which 
you referred in your letter; namely, the one on page 46 of Best’s “Fire and 
Casualty Aggregates and averages.” 

According to that exhibit, the 769 stock fire and casualty companies provided 
the States, counties, and municipalities in the United States with needed. working 
funds to the aggregate amount of more than two billions of dollars. In a general 
sort of way that fact is interesting. But, in itself, it might not make too much 
of an impression upon top officials or the legislators of a particular State, in the 
event that they had under consideration some issue whose solution would neces 
sarily have to redound to the benefit of licensed authorized insurance carriers 
or, alternatively, to the benefit of the unlicensed foreign insurers which seek to 
get unfair competitive advantages over the licensed carriers by electing to operate 
on an unauthorized basis. 

However, if (for merely one illustrative example) it could be pointed out 
to the Governor, or the insurance commissioner, or to members of the Legislature 
of Maryland that the licensed insurance carriers have provided the State of 
Maryland with X millions of dollars of needed working funds by purchasing 
Maryland bonds, then that fact would presumably be given very careful con 
sideration by them in the course of their endeavors to resolve such an issue. 

What I have just said with respect to the State of Maryland could likewise be 
true with respect to any one of the other 47 States, or with respect to any 
particular county or municipality in any of the States. In order to be really 
effective, any representation or submission to a State, county or municipality 
would have to pertain to the particular governmental entity to which it would 
be made. 
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The Best’s exhibit to which you referred in your letter also shows that the 
769 stock fire and casualty companies had invested more than three billions of 
dollars in common and preferred stocks in the “miscellaneous” category. Pre- 
sumably, that category comprises the stocks of industrial and commercial corpo- 
rations. The kind of a tabulation I am thinking of would provide a breakdown 
of that $3 billion aggregate figure so as to show (for hypothetical examples) 
how much of it was accounted for by the stock of the ABC Oil Co., how much 
by the stock of the PDQ Steel Co., how much by the stock of the XYZ Manu- 
facturing Co., and so on. 

You will recall that, prior to its Skytop meeting, the AIA Committee had been 
given some information about a number of American industrial corporations 
which for some time previously had been placing their insurance coverages in 
the American market with licensed insurers but which had suddenly changed 
their procedures and had begun to export their insurance coverages by placing 
them with unlicensed foreign insurers who operate on an unauthorized basis. 

Obviously, if a comparable switch were made by all the licensed insurance 
carriers (namely, if they were to discontinue investing their funds domestically 
and were to begin exporting all or most of their investable funds overseas), it 
would not be nearly as easy as it has been for industrial corporations, or govern- 
mental bodies, to float bond and stock issues. Consequently, the capital fund 
requirements of American industrial corporations, and American governments, 
would be more difficult and expensive to satisfy. Higher interest rates would 
have to be offered in order to make successful floatations of bond issue. And 
much greater concessions would have to be made in order to market stock issues. 

Generally speaking, I wouldn’t expect any considerations of the kinds to which 
I am illuding to have any influence upon the thinking of salaried insurance 
buyers of industrial corporations or of governmental bodies. As a usual thing, 
those insurance buyers think solely in terms of making the maximum possible 
savings in the premium outlays by their employers for insurance coverages. 

However, those considerations might exert considerable influence upon the 
thinking of senior corporation executives, or of governmental officials occupying 
elective positions, who may possibly be persuaded to take panoramic views of 
all the public-relations ramifications of insurance-placing operations. 

I have been familiar for some years past with the various exhibits that 
annually appear in the Best’s “Fire and Casualty Aggregates and Averages.” 
Because of that familiarity, I expressly referred to Best’s during the discussion 
at Skytop. It seemed to me that, to a probably greater extent than any other 
organization, Best & Co. must have the know-how and mechanical facilities 
for working out the kind of a breakdown I had in contemplation when making the 
proposal at Skytop. Furthermore, I would imagine that the Best organization 
must probably be in the throes of getting together the material for its forthcoming 
1957 edition of “Aggregates and Averages” and that, therefore, it might be able 
to make the sort of a breakdown I have in mind as part of its regular annual 
routine. Maybe I am mistaken but, as I see it, Best & Co. could produce that 
kind of a breakdown by simply carrying one of their customary operations several 
steps further than usual. 

The exhibit on page 46 of the 1956 edition of Best’s “Fire and Casualty 
Aggregates and Averages” embodies the figures of 769 stock fire and casualty 
companies. I assume that that total of 769 must include all the members of 
the American Insurance Association, plus quite a few others. 

Assuming that it will turn out to be feasible to make the sort of breakdown 
Ihave in mind and to do so without prohibitive expense, it might be the easiest 
and simplest procedure to use the figures of all the stock companies that will 
be included in the exhibit in the 1957 edition which will correspond to page 46 
in the 1956 edition. Presumably that would mean that many stock companies 
which do not belong to the AIA would be included. I am not saying this for 
the purpose of registering any positive objection to the inclusion of any non-AIA 
members, but rather for the purpose of asking whether you think any question 
of propriety may be involved. 

Assuming that the AIA were to request Best & Co. to undertake a breakdown 
of the kind I have in contemplation and agree to pay for it, then the question 
as to whether the figures of mutual fire and casualty carriers should be included 
would seem to involve several complications. Of course, it goes without saying 
that there is a genuine community of interests between, on the one hand, stock 
insurance carriers which operate on a licensed orthodox basis and, on the other 
hand, mutual carriers likewise operating on that same basis. But, although 
they may have that much in common, they certainly differ in some other very 
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important respects. Conceivably, situations could arise upon which the AJA or 
some committee of it might want to make a certain kind of appeal or argument 
in an effort to further the interests of stock companies without feeling 
obligation to crusade for the benefit and advantage of mutual competitiors, 

If the question of cost did not turn out to be the controlling consideration, jt 
might be feasible to have two tabulations, one covering stock companies only and 
the other covering both stock and mutuals. The former could be used o 
and the latter could be reserved for those instances wherein its use would not 
give the mutual carriers any “free ride” the stock companies could avoid giving 
them. I submit these remarks merely for consideration as personal observati 
of my own and without any thought that they should be regarded as anything 
in the nature of a decision. 

If the AIA were to decide in favor of any compilation embodying figureg 
of both mutual and stock fire and casualty companies, it might be well to consider 
going a step further and trying to draw in the figures of the big mutual life 
insurance companies. Of course, they don’t invest in common stocks ag the 
stock fire and casualty companies do but they do buy enormous quantities of 
bonds. And, in any case wherein a “licensed-insurers against unauthorizeq. 
insurers” issue were being drawn, the big American mutual life insurance eop. 
panies would presumably have pretty much the same viewpoint at AIA members 
with respect to that particular issue. 

I hope that this letter gives you a reasonably clear answer to your question. If 
it fails to do so, possibly we could have a chat over the telephone. Anytime you 
may want to talk to somebody here in the F. & D. home office, you can always 
call our New York office and ask the operator there to put you through on our 
private line. You are welcome to use that facility whenever you may feel digs. 
posed to do so. 

With best wishes, I am, 

Very truly yours, 
JoHN J. Lago, 


AMERICAN INSURANCE ASSOCIATION, 
May 21, 1957, 


INFORMATION FROM BEST’S ON INSURANCE COMPANY INVESTMENTS 


Mr. JoHN J. IAGo, 
Vice president, Fidelity & Deposit Co. of Maryland Group, 
Baltimore, Md. 


Dear Mr. Iaco: Thank you for your very gracious letter of May 17, which is 
in reply to mine of the 14th setting forth the information from pages 46 and 
142 of Best’s 1956 “Aggregates and Averages.’”’ My only explanation for not real- 
izing that you desired this information in much greater detail than it now appears 
in the publication can only be explained by my absence from the last few minutes 
of the Committee on Direct-Writing Activities of Lloyd’s and Other Unan- 
thorized Insurers meeting at Skytop. I was under the impression that this 
information was desired on a broad, general basis and now, since receiving your 
letter that impression has been corrected. 

As soon as possible, I intend to ask Mr. Kellogg of Best’s for a further confer- 
ence, and I’m sure he can explain at that time whether or not the collecting of 
detailed information as you suggest is feasible within reasonable cost ranges, 
At any rate, I’ll follow this matter, and you will be hearing from me. 

Sincerely, 
JOHN F. NEevItte, Secretary. 


AMERICAN INSURANCE ASSOCIATION, 
May 21, 1957. 


INFORMATION FROM BEST’S ON INSURANCE COMPANY INVESTMENTS 


Mr. JAMES F.. CraFts, 
President, the Fund Insurance Cos., 
San Francisco, Calif. 


Dear Mr. Crarts: You can see from the enclosed letter to Mr. Iago that he 


had very much the same reaction to my letter of May 14 in which I set forth the 
information from “Aggregates and Averages” as you did in your recent letter 
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A or | tome. Asl contemplate this problem, and without the benefit of Mr. Kellogg’s 
ment (Best’s ) views, the thought occurs that it might be profitable for us to handle 
| this whole question on the basis of specific problems such as you did in connec- 
= on with the Pacific Gas & Electric Co. insurance. If we were able to have 
m, it | this information on a detailed basis, it would certainly only be of real value for 
rand | avery short period of time. 
arily Your suggestion that important insurance matters should be dealt with between 
i not | senior insurance company executives on one hand and the corporate executives 
on the other is, in my opinion, very sound. Mr. Iago, in his letter, indicates 
tions | that insurance buyers on both the governmental and the corporate level seem 
thing to be only interested in the savings to be effected, and probably would not be 
| influenced greatly by the amount of our insurance company investment in Ameri- 
zureg can enterprise. 


z 


sider Very truly yours, 

L life JOHN F. NEVILLE, Secretary. 
3 the 

es of FIREMAN’S FunpD INSURANCE COMPANY, 
‘ized- San Francisco, May 16, 1957. 


| Mr. Jonn F. NevILLe, 

| Secretary, American Insurance Association, 

. It New York, N.Y. 

> you Dear JOHN: I read with interest your letter of May 14 to Vice President Iago 

ways of the Fidelity and Deposit with respect to the information on insurance com- 

hour | pany investments. ; hs } 

l dis. I have a question and a suggestion. You remember Vice President Bibby an- 

nouncing that the item which Mr. Iago had brought up under new business would 

be referred to an appropriate committee. Has it been referred to our committee 
on direct writing activities of Lloyd’s and other unauthorized insurers? 

40. My interpretation of our discussions in that committee, referring to Mr. Iago’s 
suggestion, was that we would compile a list of bond and equity holdings on the 
part of capital stock agency companies, other stock companies, mutuals, etc. 
As an example, supposing there was an issue which arose in Ohio in connection 

57. with the awarding of a surety contract. If we could show that the stock agency 

companies were the owners of X dollars of turnpike bonds it might make a ma- 

terial impression upon those authorized to determine an insurance placement. 

Another example in which I was personally involved as a director of Pacific Gas 

& Electric Co.: Their brokers recommended mutual liability insurance companies. 

I prepared a list at random of the preferred and common stocks which stock 

agency companies held in the P.G. & E. and it was very impressive. 

ich is You will remember this was the same idea I had several months ago as an 

s and item on the agenda of how we could enhance the usefulness of the association 

-Teal- by having a representative of the stock agency companies call upon corporate 

pears executives when important matters of insurance arose and there was reason 

nutes § topresent our side of the story. 

Jnau- Best regards. 





t this Sincerely yours, 

your JAMES F. Crarts, President. 
ynfer- 

ng of AMERICAN INSURANCE ASSOCIATION, 
nges. New York, N.Y., May 21, 1957. 


To the Members of General Committee. 


Dear Strs: We are enclosing for your convenient reference a copy of a mem- 
wry. orandum of the meeting of the general committee held on May 1, 1957, at Skytop 
Lodge, Skytop, Pa. 

We are also enclosing copies of the following reports: 

1. Report of membership committee. 

2. Report of Committee to Advise Whether American Insurance Association 
Should Qualify as an Advisory Organization. 

The chairman has requested that the members of the committee be advised 
that the next regular meeting of the general committee will be held at 4 p.m., 
on Thursday, September 19, 1957, at the Hotel Pierre, Fifth Avenue and 61st 
Street, New York, N.Y. 

th Very truly yours, 

: as Joun F. NEvILLe, Secretary. 


letter 


957. 
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AMERICAN INSURANCE ASSOCIATION ADVISORY ORGANIZATION Stratus 


The general committee at its meeting on January 8, 1957 
chairman to appoint a committee of lawyers to advine whether toe tal 7 ae 
Insurance Association should qualify as an advisory organization, such ; = 
to be made to the general committee at its next meeting on May 1, 1957 = 
committee of lawyers so appointed consisted of the following: Hale Anéwae 
Jr., Hartford; J. Harry Cross, U.S.F. & G.; Hugh Harbison, Travelers: He 
Roleke, America Fore; H. Clay Johnson (chairman) Royal-Globe. + 

The committee of lawyers reports as follows: 

Article II of the articles of association states that— 

“The object of the association is to provide for its members a forum for th 
oes and ee of problems of the insurance business upon which 
e consensus may taken without any binding effec : 
or the membership.” . ‘ Snr — 

This nonbinding effect of article II is reinforced by subdivision (b) of article y 
which states that, “Binding action by the membership and voting thereon sh ll 
rt confined to those matters necessary for the administration of this amos 

ion.” : 

Notwithstanding the foregoing provisions in the articles, at its meeting of 
— 14, 1956, the association membership adopted the following resolp. 

ion: 

“As the association of senior executives in the fire, casualty, marine and 
fidelity and surety fields, American Insurance Association may consider any 


matter of policy affecting the welfare of the business, and arrange for com: | 


munication channels so that other industry organizations will be apprised of 
its recommendations.” 

Action in pursuance of this resolution has been taken in the following 
instances: 

At the membership meeting of September 14, 1956 (see p. 16 of the minutes) 
it was voted to refer for study Inter-Regional Insurance Conference's January 
20, 1956, recommendation that an earthquake or volcanic eruption endorsement 
for dwellings be used only with specified policies, and that those organizations 
within the industry concerned with the matter should be advised that such study 
would be made. 

At their January 9, 1957, meeting, the members voted that the association 
recommend to Inter-Regional Insurance Conference that a review of the dwell- 
ing rate schedules be undertaken by Inter-Regional on a countrywide basis with 


a view to recommending a more simplified and realistic approach to the dwell- | 


ing fire rate structure. (See pp. 16 and 17 of the minutes.) 

At the same meeting (see p. 13 of the minutes) the membership accepted a 
committee report recommending that the National Bureau and National Auto 
mobile Underwriters Association appoint committees to study the areas in which 
those two organizations might cooperate more effectively, the feasibility and 
advisability of establishing a single organization for the rating of automobile 
business and the methods by which the establishment of such single organization 
would be carried out should a single organization be found to be feasible and 
advisable. 

The same minutes (p. 12) report the vote under which it was decided to ap 
point a committee to confer with the actuarial bureau of the National Board of 
Fire Underwriters for the purpose of determining a feasible method of breaking 
down statisties in order to include loss adjustment expenses with pure losses for 
ratemaking purposes. (This action was implemented at a meeting held on Feb- 
ruary 7, 1957, between the association’s committee and the national board’s actu- 
arial bureau, at which time the concept of loss adjustment expenses by States was 
abandoned and the actuarial bureau undertook both to procure certain detailed 
information and to prepare certain exhibits for submission to American Insur- 
ance Association. Further studies regarding rates are described in the minutes 
of the meeting between the committee considering the impact of inflation on rates 
and the managers of several rating and advisory organizations. This meeting, 
held on February 8, 1957, explored the problem of rates in some detail with a 
view to continued joint consultations in the future.) 

Most of the foregoing decisions of the full membership have, of course, had 
prior consideration by the general committee which, under article VII of the 
articles of association, serve as the principal committee for the association, It 
was this committee’s meeting on September 13, 1956, which authorized the ap 
pointment of a committee to study the impact of inflation on rate levels. The 
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ttee’s meeting of January 8, 1957, adopted the automobile rating organiza- 
on program above referred to, considered a report regarding use of the earth- 
endorsement for dwellings, and discussed in detail the impact of inflation 

on rate levels. j 

Sections 10(a) of the all-industry rate regulatory bill defines an advisory or- 

tion as follows: 

“Bvery group, association, or other organization of insurers, whether located 

or outside of this State, which assists insurers which make their own 
flings or rating organizations in ratemaking, by the collection and furnishing of 
joss or expense statistics, or by the submission of recommendations, but which 
does not make filings under this act, shall be known as an advisory organization.” 

The New York counterpart of the foregoing definition is to be found in section 
199 of the insurance law, subdivision 6 of which provides in part as follows: 

“Bvery person, partnership, association or corporation * * * who or which 
+ * * formulates rules, establishes standards, or assists in the making of rates 
for the information and benefit of insurers or rating organizations in the trans- 
acting of insurance business on property or risks located within this State. * * * 
shall be known as * * * an advisory organization * * *” 

It should be noted that the foregoing statutory definitions of an advisory organ- 
jsation use as a touchstone the assistance of rating organizations in the making 
of rates and they seem to suggest that if such assistance is rendered to other 
than a rating organization then the definition does not apply. This interpreta- 
tion is borne out by section 10(d) of the all-industry bill and by section 182 of the 
New York law, both of which prohibit a rating organization from supporting its 
filings by statistics or adopting ratemaking recommendations furnished to it by 
an organization which has not qualified as an advisory organization (i.e. by filing 
its organic documents, etc.). 

{t is to be noted that in no instances to date has the AIA furnished statistics 
wt made recommendations to a rating organization as such but in each instance 
it has dealt directly with another advisory organization (e.g., Inter-Regional 
{nsurance Conference; National Board of Fire Underwriters, etc.). From a 
technical standpoint, therefore, it would appear that the advisory organization 
sections of the insurance laws are not applicable to the activities of the AIA as 
thus far conducted and it is not legally obligatory that the AIA qualify as an 
advisory organization. We are able so to conclude at the present time because 
it may be questioned weather AIA has actually undertaken to furnish rating 
organizations loss or expense statistics or recommendations regarding rates, 
or, formulated rules, established standards or assisted in the making of rates, 
within the meaning of the advisory organization sections. We believe, however, 
that a different conclusion might have to be drawn should AIA’s concern with 
rating problems take more concrete form and be communicated to rating organ- 
izations, either directly or through other organizations. 

Nevertheless, the AIA may wish voluntarily to qualify as an advisory organiza- 
tion in order to gain such protection as is afforded by State regulation against 
the impact of the Federal antitrust laws pursant to Public Law 15. The advisory 
organization sections of the rate regulatory laws were inserted primarily at the 
insistence of company associations in order to provide some degree of legal pro- 
tection for action in concert which might be taken by company associations other 
than rating organizations. Since pricefixing has been declared to be “illegal 
per Se” by the U.S. Supreme Court and not subject to any “rule of reason,” 
it was felt that, in addition to the mantle of regulatory protection provided 
for rating organizations as such, some similar cloak of protection should be 
afforded to company associations which, while not directly making rates, 
nevertheless assist in the development of statistics and recommendations 
pertaining to rates. Most company associations have taken advantage of this 
statutory protection and have filed their organic documents with the regulatory 
authorities in an attempt to qualify as an advisory organization for what it 
may be worth in the event of any legal contest. If the AIA took similar action 
aos. would be not because the law requires it but because the law 

ts it. 

The advisory organization sections of the insurance laws provide no legal 
protection with respect to activities not pertaining to ratemaking. However, the 





Qualification as an advisory organization would also provide a measure of protection 
gpinst any possible violation of the New York antimonopoly law (sec. 340 of the New 
ork eral business law) which applies to all insurers to the extent not regulated by 
art, VIII of the insurance law (which includes the advisory organization sections). 


47932—60—pt. 5-36 
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rule of reason would be applicable to such other activities in determinin 
or not they were in violation of the Federal antitrust laws* which, 


& whether 


‘ ig : as § 
above, is not true as regards matters pertaining to ratemaking. In other = 


the purpose of attempting to qualify the AIA as an advisory organizatio 
be to afford it some measure of protection with respect to the only pogsip) 
phase (i.e., activities pertaining to rates) of its activities which could be utterly 
indefensible under the Federal antitrust laws, with full recognition of the fact 
that its other activities might not receive such protection and might haye to 
satisfy the rule of reason. The terms “rates” and “ratemaking” ag seq in 
this report should be understood to include also activities pertaining to Policy 
forms and the like, since the latter are correlated with rates and are customarily 
the subject of related filings by rating organizations. 

Quite obviously, it is difficult for this report to reach a firm conclusion jn the 
light of the apparent conflict between the provisions of the AIA articles and 
the actual activities in which it has been engaged. As between the two, however 
it is clear that the legal character of the association would be determined on 
the basis of what it actually does rather than what its articles say. The Teal 
question would, therefore, seem to be one of policy rather than one of law; go 
the members of the AIA intend that it assist rating organizations by the furnish. 
ing of statistics or recommendations? If the answer to this question is in the 
affirmative, then the committee of lawyers is of the opinion that the articles 
should be appropriately amended so as to set forth this as a part of the nature 
and purpose of the association and it should thereupon take the necessary steps 
to qualify as an advisory organization. If the answer to the question is in the 
negative, then the committee of lawyers is of the opinion that the association 
should not qualify as an advisory organization and that it may (a) continue to 
consider and discuss items such as those which have been referred to in this 
report (an earthquake or volcanic eruption endorsement for dwellings, 
simplified approach to dwelling fire rate schedules, the establishment of a 
single automobile rating organization instead of two, the impact of inflation on 
rates, and the feasibility of breaking down statistics in order to include loss 
adjustment expenses with pure losses for ratemaking purposes) and (b) 
recommend to advisory organizations that such matters be the subject of 
consideration and study; but that it should not (c) make specific recommenda- 
tions in relation to rating matters. 

The situation is somewhat anomalous in the case of the AIA since its member- 
ship apparently has certain inhibitions against embracing too wide a field of 
operation lest it impinge upon fields traditionally reserved for other existing 
associations. The degree of restraint which the membership of AIA should 
choose to exercise in this respect is a question of policy, not of law, and your 
committee of lawyers expresses no opinion on this subject. 


1 would 


AMERICAN INSURANCE ASSOCIATION, 


June 8, 1957. 
Mr. JAMES F.. CRAFTS, 
Chairman, Committee on Direct-Writing Activities of Lloyd’s and Other 


Unauthorized Insurers, the Fund Insurance Companies, San Francisco, 
Calif. 


Dear Mr. Crarts: You will recall that Mr. Peterson at our committee 
meeting at Skytop suggested that the membership be furnished with informa- 
tion showing the extent of the problem which licensed companies are facing 
in connection with unauthorized insurers. It was the consensus of the con- 
mittee that Mr. Peterson’s suggestion be followed. 

My pencilled notes are not clear on whether you indicated to the member- 
ship that they would receive further specific information in addition to that 
contained in the written report which you read. 

Since the meeting we have had conversations which indicate that you ques- 
tion the advisability of furnishing the membership with the same type of 
information that is circulated to the committee on a confidential basis. 





2State anticompact laws may also remove the impact of the Federal antitrust laws and 
qualification as an advisory organization under the rating laws might ne exemption from 
the State anticompact law, depending upon its wording (e.g., sec. 3 
general business law, supra). 
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Last week, I had an opportunity to arrange the material which would be 
included in any memorandum to the membership if it were determined that 
a course would be a wise one. In examining the material, I do not find 
t deal which was not adverted to in a general way in your written com- 
mittee report, and, therefore, I do not feel, personally, that any particular 
advantage would be gained in such a distribution, while my experience with 
the committee indicates that there would be certain adverse reactions. 
We will await your advices before proceeding further with this work. 
Sincerely, 
JOHN F. NEVILLE, Secretary. 


FIREMAN’S FUND INSURANCE CoO., 
San Francisco, Calif., June 5, 1957. 
Mr, Joun F. NEVILLE, 
secretary, American Insurance Association, 
New York, N.Y. 

Deak Mr. NEVILLE: I have for acknowledgment your letter of June 3 on the 
question of whether or not we should send a memorandum to the membership 
of the Association which would supplement the report I gave in behalf of our 
committee on unauthorized insurers. 

As you suggest, on the one hand we have a semicommitment to send some- 
thing out; on the other hand, subsequent consideration to that which took place 
in our committee suggests that unless it was very carefully worded and unless 
pames and risks were kept out of it, it could do more harm than good. 

What I have in mind is a meeting of our committee some time well in advance 
of the next meeting of the association, at which time we can discuss the ques- 
tion, and if it is decided that we should not send out a supplemental memo- 
randum, which is my present view, then the association can be advised of that 
decision on the part of the committee and explanations made at the September 
meeting as to the reasons therefor. 

You might be interested to know that I have addressed a letter to Messrs. 
Black and Newcomb, suggesting early consideration of a possible conference 
in London this fall. Before it was held it would have to have the blessing of 
the association, although that blessing was implied when our committee approved 
our report last January. I do not think it would be wise to spread around 
a lot of ammunition that we might use at such a meeting, particularly as no 
good purpose would be served in having Lloyd’s representatives know all about 
it before we sat down to confer. 

What Mr. Peterson had in mind I am sure was that the association members 
would be interested in learning more about the evidence we had gathered 
together. At the time the suggestion was advanced I subscribed to it whole- 
heartedly but I believe now that unless the data was surrounded with consider- 
able caution it could well fall into unfriendly hands. 

For your records, [ also might tell you that I conferred with General Counsel 
Berry of the national board with respect to the proposed conference and he 
saw no reason why we should not proceed without concern, providing we did 
not have in mind any binding agreements that would interfere with the freedom 
of choice of insurance carriers which is an inherent right of the American 
public. 

If any member of the association should ask for the supplemental data 
which we talked about at Skytop, perhaps you would want to refer the inquiry 
to me. 

Sincerely yours, 
JAMES F.. Crarts, President. 





MEMORANDUM OF SUGGESTED AGENDA FOR DISCUSSION WITH 
REPRESENTATIVES OF LLOYD’S 


1, Genesis of American Insurance Association committee—whom we represent. 

2, Our 3-year research—national board and American Insurance Association. 

8. Our desire and the reasons therefor for a friendly basis of discussion and 
our high hopes of a mutually satisfactory solution. 

4. The application of U.S. antitrust laws and the value of gentlemen’s under- 
standings versus agreements. 
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5. The position of U.S. brokers who deal with Lloyd’s—who creates Public 
demand for unusual covers and reduced rates. 
6. Weaknesses in surplus line laws. 
7. Public relations aspects of fronting companies. 
8. Loss-leading and indefensible rates and quotations. 
9. Tax situations. 
10. U.S. government interest. 
11. Examples of unhealthy competition (to be supported by illustrations it | 
necessary) : 
(a) Acceptance of insurances on manufacturing risks where engineering | 
service is so important to the protection of life and property. 
(bo) Writing all-risks covers on manufacturing risks. 
(c) Elimination of coinsurance and standards of value. 
(d) Competition in the important bankers’ and brokers’ bond field 
(e) Death and dismemberment coverages. 
(f) Writing contracts that cross rating laws. 
(g) Competitive use of catastrophe covers—flood and earthquake, 
(hk) Franchise store coverages. 
(i) Competition in the U.S. aviation field. | 
(j) Use of large deductibles and the effect upon direct writings. 
(k) Loss leading—use of rates that are obviously unprofitable. 
Notre—There are many additional items that should be discussed—this should 





be looked upon as a tentative list. 


AMERICAN INSURANCE ASSOCIATION, 
June 18, 1957, 
Mr. JAMES F. CRAFTS, 
President, The Fund Insurance Companies, 
San Francisco, Calif. 

Dear Mr. Crarts: Thank you for your June 5 letter, in reference to fy 
nishing the membership with a memorandum of cases where insurance has 
been exported through unauthorized insurers. I have read your letter car 
fully and have taken note of your comments. It seems to be the part of 
wisdom to withhold this information at this time, particularly in view of the | 
London conference which is presently being considered. Any member wh | 
asks for supplemental data will be referred to you, as you have suggested 

I read, with interest, the paragraph in which you outlined General Counsd 
Berry’s views in respect to the legality of a conference such as has been conten- 
plated by our committee ever since it started to function. I am gratified that | 
there seem to be no legal obstacles to such a meeting, provided of course that | 
agreements are avoided. 

You have indicated that you desire to have a committee meeting sometime | 
before our September 20 association meeting. I shall await your advices ® | 
that a date may be arranged which will be convenient for you while you are here 
in the East. As a matter of information, I’ll be back in the office, with my 
vacation behind me, on July 29. 

Sincerely, 
JOHN F’. NEVILLE, Secretary. 


FIREMAN’S FuND INSURANCE Co., 
San Francisco, Cauir., July 16, 1957. 


COMMITTEE ON DIRECT WRITING ACTIVITIES OF LLOYD’S AND OTHER 
UNAUTHORIZED INSURERS 
Mr. JoHN F.. NEVILLE, 
Secretary, American Insurance Association, 
New York, N.Y. 


Dear Mr. NEVILLE: In anticipation of our committee meeting on July 31,! 
have written the attached memorandum which I send to you for distribution 
the members of our subcommittee. I suggest it be sent forward under personil 
cover to the named members of the committee, with a copy to 
Newcomb, so as to avoid any publicity until the committee decides on the report 
it will make to the association. 
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rsonal plans call for my being in London sometime between October 
November 15. It would therefore be very convenient for me if the pro- 
conference could be arranged during that period. However, this fact 
should not in any way influence the committee’s judgment with respect to the 

or the time or place of it. 

In addition to considering the report I have written, I would suggest the 
following items for the agenda of our committee meeting : 

1. Reports of competition received since our last committee meeting. 

9. Chairman’s report on his discussions with Counsel Berry. 

3. Chairman’s decision not to send out supporting evidence of competition 
following the Skytop meeting. . 

4, Surplus line situation: (a) Tax equality and national board research ; 
(b) need of greater interest by licensed insurers ; (ce) developments in Cali- 
fornia; (4) status of uniform surplus line law within National Association of 
Insurance Commissioners. 

It will be quite appropriate for you to send a copy of this letter to the subcom- 
mittee if you desire to do so. 

Sincerely yours, 


1 and 


JAMES F. Crarts, President. 


MEMORANDUM TO THE COMMITTEE ON DIRECT WRITING ACTIVITIES OF LLOYD’S AND 
QrHER UNAUTHORIZED INSURERS OF THE AMERICAN INSURANCE ASSOCIATION 


The purposes of this memorandum are: 
1. To summarize activities and progress to date. 
2. To anticipate the report to be made to the September meeting of the 
association, and 
8. To record the views of the chairman with respect to a meeting with 
representatives of Lloyd’s. 

The membership of the committee are well aware of the fact that our assign- 
ment was initially an activity of the National Board of Fire Underwriters, 
Under date of September 30, 1954, the executive committee of that body unan- 
jimously adopted the following resolution : 

“Resolved, That the increased inroads from direct writing activities of 
Lioyds and other unlicensed insurers, and the resultant threat to licensed 
domestic and alien insurers, who are operating in compliance with the respective 
State laws, are of such importance that the Chairman appoint a special commit- 
tee to study ways and means of protecting the interests of licensed companies, 
including any need for legislation, and report to the Executive Committee at the 
earliest practicable time.” 

A number of meetings of the special national board committee, under the 
chairmanship of President Black of the Home, were held over a period of 18 
months. With the cooperation of the member companies of the national board 
and their affiliated companies evidence of unhealthy competition was gathered 
together. Consideration was also given to the means by which licensed domestic 
companies could protect themselves through legislative processes against the 
direct writing activities of unlicensed insurers. Over a period of time it became 
evident that the problems were multi-periled and accordingly it would be well 
to broaden the scope of the research beyond the national board. The American 
Insurance Association assumed jurisdiction in September 1956 and appointed 
its present subcommittee. It should be noted as a matter of interest that the 
national board special committee continues in existence. 

Our subcommittee has had several meetings and we have made progress reports 
and recommendations to the association at every meeting which has been held 
intheinterim. The highlights of these reports would include: 

1. The serious effects which the direct writing activities of unauthorised in- 
surers were having upon the normal operations of licensed insurers. 

2. The importance of the committee receiving the full cooperation of licensed 
insurers-and of getting the facts through extensive research. 

3. The value of approaching the subject from a cooperative and corrective 
point of view rather than turning to legislation. (Nore.—The association ap- 
proved the committee’s report in January 1957 which outlined the committee’s 
recommendation that at the proper time a friendly conference should be held 
with representatives of Lloyd’s.) 
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4. We have obtained abundant evidence of kinds and classes of risky being 
written direct or through fronting operations by unauthorized insurers, 

5. The position of unlicensed insurers with respect to taxes and representation 
in adjusements. 

6. The interest in the subject evidenced by a number of insurance commis. 
sioners. 

7. Weaknesses in existing surplus line law operations. 

8. A review of the possible application of the antitrust laws with respect to the 
committee’s and the association’s activities. 

The question now before us is whether or not the time has come to carry out the 
intention of the committee to initiate a friendly discussion with representative 
of Lloyd’s. Your chairman thinks it has and he will go further and record the 
view that the longer such a conference is postponed the more difficult and Serious 
will the problem become. 

If such a meeting is now to be held, the following items should be considered by 
the committee at its meeting on July 31: 

1. Notwithstanding the approval of our committee’s report in January, Setting 
forth our intention with respect to a meeting with Lloyd’s representatives, the 
association should formally approve the committee’s proceeding. 

2. Determination as to where the meeting should be held, who shall initiate it 
and who should represent the American Insurance Association. The chairmay 
believes the meeting should be held in London so that in the event the committe 
at Lloyd’s suggests that they lack any authority to initiate helpful correctiye 
measures discussions can be had with underwriting principals and if desirable 
with important London brokers who handle U.S. accounts. Your chairmap 
further believes that our committee should initiate the meeting anticipating we 


will receive a friendly welcome. As to who should attend, your chairman | 


suggests besides himself the chairman of the national board special committee, 
President Black of the Home, and the chairman of the American Insurance Aggo- 
ciation, President Newcomb of the Great American, or someone that he would 
designate. A small committee would appear to be preferred but this should not 
exclude any member of our subcommittee from attending. 

3. Considering the magnitude and importance of the subject, the first meeting 
should be looked upon as one preliminary to other meetings unless the attitude 
on the part of the representatives of Lloyd’s was found to be noncooperative, 

4. The committee should consider a report from its chairman with respect to 
discussions he had with Counsel Berry of the national board regarding the US, 
antitrust laws. If we should meet with Llioyd’s representatives we should not 
anticipate any formal agreements and should we reach a point in our discussions 
when it would seem desirable to record understandings it would be your chair. 
man’s suggestion that U.S. counsel should be called in for advice. There is 
nothing, however, apparent to prevent a wholesome and full discussion of any 
phase of the problem. 

5. At the proposed meeting should we discuss the nature and kinds of direct 
writing competition that U.S. licensed companies believe is unhealthy, or should 
we deal with specific risks? (See attached memorandum.) Nore.—The subcom- 
mittee that discussed the problem with representatives of Lloyd’s would be 
expected to emphasize the value that many U.S. underwriters place upon the rein- 
surance facilities which Lloyd’s furnishes. They would also emphasize the man- 
ner in which unhealthy and unnecessarily competitive competition seriously 


impairs the opportunities of domestic licensed companies to maintain reinsurance | 


commitments on a profitable basis. 

In view of the importance and magnitude of the subject, our committee should 
also consider the possibility of sending some report, possibly under .confidential 
cover, to the membership of the American Insurance Association before the Sep 
tember meeting in order that no association member could voice objection to the 
committee’s proposal on the grounds that there was not adequate opportunity to 
give the matter consideration. If such a procedure were to be followed it would 
be your chairman’s view that we would have to expect that a copy of the report 
would reach London before the visit of the subcommittee and would also probably 
find its way into the domestic insurance press. 


(Note for file—Envelopes were marked: “Personal and Confidential.” Copies 
sent to Messrs.: John F. Neville, % Mr. H. Vaughan Griffin, Watch Point, 
Shoreham, Vt.; William E. Newcomb, chairman of A.I.A.; J. Harry Bibby, vice 
chairman of A.I.A.) 
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AMERICAN INSURANCE ASSOCIATION, 
New York, N.Y., July 18, 1957. 


COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


Confidential 


The Fund Insurance Cos., Chairman Crafts (enclosures omitted), Dillard. 
Aetna Life Affiliated Cos., Mann, Nordeng, Perrin. Fidelity and Deposit Co. of 
Maryland Group, Mercer, Galloway. Home Group, Black. Royal-Globe Insur- 
ance Group, Smith, Erhardt. The Saint Paul Cos., Jackson. The Travelers 
Group, Haugh, Jervey, Wareing. 

Deak Sis: In anticipation of the next meeting of this committee on July 31, 
there are enclosed for your information : 

1. Copy of letter from Chairman Crafts, dated July 16, 1957. 

2. Copy of memorandum referred to therein. 

It will be appreciated if this is treated on a confidential basis until the subject 
matter is resolved. 

Very truly yours, 
JOHN F.. NEVILLE, Secretary. 


AMERICAN INSURANCE ASSOCIATION, 
August 2, 1957. 


COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


Mr. JAMEs F’. CRAFTs, 
President, the Fund Insurance Co., 
san Francisco, Calif. 

Dear Mr. Crarts: We have just completed the second draft of the memo- 
randum of meeting of the committee, held on July 31, as well as a draft of the 
committee report. Copies of these documents are enclosed for your perusal 
and any comment and amendment you would care to make. 

It is my thought that when you have expressed your views on the contents of 
the enclosed we could make distribution of the memorandum of meeting to the 
committee, for the information of the individual members, and submit the draft 
of the report, for their concurrence. 

It was very pleasent seeing you at the meeting. 

Very truly yours, 
JOHN F. NEVILLE, Secretary. 


[Second draft, August 2, 1957] 


Memorandum of meeting of AIA Committee on Direct-Writing Activities of 
Lloyd’s and other unauthorized insurers, held at 11 a.m., July 31, 1957, in 
Room 3, Lawyers Club, 115 Broadway, New York City 


Present : 

The Fund Insurance Co., Chairman Mr. James F. Crafts and Mr. John 
H. Dillard. 

Aetna Life Affiliated Co., Mr. E. N. O’Beirne, Jr. 

Fidelity & Deposit Co. of Maryland Group, Mr. J. Stuart Galloway. 

Royal-Globe Insurance Group, Mr. Clarke Smith and Mr. J. L. Erhardt. 

The Travelers Group, Mr. Charles J. Haugh, and 

Mr. John F. Neville, secretary, American Insurance Association. 

Chairman Crafts opened the meeting with a discussion of recent developments. 
He told that he had received information that the number of fronting companies 
in the United States now ranges somewhere between 50 and 100. It was com- 
mon knowledge that there were some fronting companies in existence, but the 
fact that the number of these companies had reached such proportions was con- 
sidered to be a matter of concern. 
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The chairman briefly recounted some of the insurance accounts which haq 
cently been lost to the London market, and among these were: Burlington Mills, 
American President Lines, and Atlas Plywood Corp. 

Yhairman Crafts stated that the premiums written as surplus lines jp 
State of Washington in 1956 showed an increase of approximately $700,000. 
about one-third more than last year. —— 

An item of some interest was the fact that the California Insurance Brokers 
Exchange had contracted with Lloyd’s for an A. & S. group policy for its 
members. The discount in connection with this coverage was said to be about 
421% percent off the going rate. 

The committee was reminded that the Railroad Insurance Association mem. 
bership had received a report from its manager which recommended the de 
velopment of a package policy for railroad coverages, or, in the alternative 
run the risk of a loss of this business to the London market. ; 

An AIA member previously had suggested that legal counsel be sought ag ty 
the legality, from an antitrust standpoint, of a committee of this association 
conferring with Lloyd’s representatives in London. Such an informal opinioy 
was received by the chairman to the effect that it was permissible to confer. 
but no agreements, in any way affecting or restricting competition, should be 
countenanced or entered into. 

The chairman then revived the status of matters in the National Association 
of Insurance Commissioners, which organization was considering the feasibility 
of adopting a model surplus lines law. The committee was reminded that Mr, J 
Raymond Berry, general counsel, the National Board of Fire Underwriters, 
was chairman of an industry committee, which was still in existence ang 
presumably would continue to work with the commissioners on this subject, 
While the AIA committee work in connection with this problem was gener. 
ally outside the area encompassed by the surplus line law, this general matter 
before the NAIC was of course of interest to the committee. 

The chairman further reported that the general counsel of the National 
Bureau of Fire Underwriters thought there was some possibility of working 
out a legislative program, looking toward equality of taxation between licensed 
companies and Lloyd’s. The opinion was expressed that if AIA showed interest 
in this general subject it might assist the NBFU in collecting the necessary 
information upon which to predicate a course of action in the legislative field, 

Mr. Crafts then explained to the committee that although he had indicated to 
the membership at Skytop last May that a general distribution of the results of 
the research into actual cases of the loss of business to Lloyd’s would be 
disseminated to the members of the association, he had asked that this material 
be withheld, feeling that its distribution might raise more problems than it 
solved. In any event, if the material were distributed generally to the men- 
bership it could be expected that full information would reach Lloyd’s in due 
course, and, upon reflection, the chairman thought that it was probably not good 
tactics to waste the ammunition at this premature time. In the absence of an 
objection from the committee he would refrain from sending this information 
to the membership. The other committe members interposed no objections. 

This completed the general survey of developments. The meeting was opened 
for discussion by the members in connection with the proposed visit to London 
of a delegation representing American Insurance Association. 

One of the committee members had referred the chairman’s memorandum, 
dated July 16, 1957, which had been circulated in anticipation of this meeting, 
to his legal counsel for comment and had received an indication that, in the 
counsel’s opinion, there were implications from an antitrust standpoint in the 
proposed conference in London. This committee member suggested that the 
general counsel of each of the companies represented on the committee should 
give their opinion as to the legal implications, if any, inherent in the proposed 
conference. 

The question also arose as to how much good a conference of the type pro- 
posed could be expected to accomplish, it being understood that controlling 
Lloyd’s presented a very great problem even in Great Britain. It was this mem 
ber’s opinion that an official delegation would be a mistake. 

The chairman, answering these questions and comments, stated that it was 
his understanding that a conference on almost any subject was proper, provided 
agreements were not entered into. It was his feeling that even though little 
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of & concrete nature probably could be expected from such a conference in 

and, certainly friendly conditions precedent would be accomplished, which 

would allow the licensed companies in the United States to then take whatever 

action they deemed appropriate, feeling that every amicable possibility for under- 
had been attempted and exhausted. 

The feeling of the chairman was that sufficient research had now been done to 

plish the foundation upon which to proceed and the time had now arrived 
to do something concrete or to drop the subject. It seemed unprofitable to 
continue collecting information which merely confirmed that which had already 
peen established. As an aside, it was pointed out that the chairman had heard 
from London that nothing would be done by AIA in this matter, indicating that 
Lioyd’s had been informed of AIA’s interest and had come to this conciusion. 
The chairman regarded this as somewhat of a challenge and felt AIA and the 
company membership would lose if the matter were dropped. 

The chairman stated that individual conferences with representatives of 
Lioyd’s had not resulted in any satisfaction, but there was no reason to believe 
that a delegation from AIA would have the same experience. 

The question was raised as to whether it would be feasible to proceed through 
the NAIC in this matter by having a committee of AIA hold a conference with 
representatives of the commissioners. The opinion was expressed that such a 
course would not be very helpful unless there was unanimity in company ranks. 

The chairman requested the consensus of the committee as to whether, all 
things considered, this problem was of sufficient inportance to justify con- 
tinuing efforts to correct the situation. The committee unanimously agreed 
that the matter should be pursued further. 

In connection with the legal aspects of this situation, a suggestion was made 
that it might be helpful to have the chairman of AIA appoint a committee 
composed of the general counsel of the various company organizations, such 
as: The National Board of Fire Underwriters, Association of Casualty & Surety 
Cos., Surety Association of America, Inland Marine Underwriters Association, 
Health Insurance Association of America, etc. This committee would study 
the general problem of Lloyd’s competition in the United States and give its 
opinion as to the courses open to the industry, including proposals for legis- 
lative enactment, if necessary, designed to contain the unnecessary and unhealthy 
competition presently being experienced by the licensed carriers. After consid- 
eration, such a legal committee was deemed infeasible. 

The suggestion was made that independent counsel be retained to study this 
matter for American Insurance Association. 

After discussion, it was the consensus of the committee that a report should 
be made at the September 1957 meeting of the membership of AIA, including 
the following : 

1. The committee agrees that evidence of the solicitation by unlicensed carriers 
of business now on the books of organization and admitted companies has been 
received in sufficient quantity and is of a quality which makes the further gather- 
ing of similar evidence unnecessary. The files of the committee abundantly 
demonstrate the fact that a problem of substantial proportions faces the stock 
insurance interests. Therefore, the committee recommends that its work be 
continued, having in mind that the research phase of the problem is over and 
that the time for some affirmative action is here. 

2. The committee recommends that it be authorized to retain independent 
counsel for the purpose of studying the operation of unlicensed and unauthor- 
ized insurers in the United States. Based upon that study, the counsel will 
be requested to outline any legal remedies, available to the industry, including 
any suggested legislation which may be deemed appropriate and necessary, to 
overcome this unnecessary and unhealthy competition. If retained, counsel 
will be further requested to furnish the committee an opinion as to the legal 
implications of conferences between a committee of American Insurance Associa- 
tion and representatives of unlicensed insurers, looking toward an amicable 
solution of this problem. 

3. The committee recommends that any consideration by American Insurance 
Association to authorize a delegation to confer with representatives of unauthor- 
ized insurers (as referred to in committee report submitted to membership on 
January 9, 1957) be postponed until this committee and the membership have 


pea opportunity to review the findings of counsel, as outlined in paragraph 
above. 
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4, It is also recommended that the membership of American Insurance Aggy 
ciation cooperate with the National Board of Fire Underwriters’ request f 
information as to amount of taxes, assessments, and fees paid to the vari . 
States. This information is valuable in establishing the difference in the amount 
of taxes paid by unauthorized insurers and by admitted companies. 

5. The committee anticipates that the Industry Surplus Lines Commi 
which is presently cooperating with the National Association of Insurance 
Commissioners, will be continued and the membership is requested to Support 
this work. 

Adjourned at 12: 45 p.m. 

JOHN F. NEVILLE, Secretery, 


[Second draft, Aug. 2, 1957, as rewritten] 


REPORT OF COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD'S AND Oram 
UNAUTHORIZED INSURERS TO THE MEMBERSHIP MEETING OF AMERICAN INSURANCE 
ASSOCIATION ON SEPTEMBER 20, 1957 


At the last meeting of this committee, on July 31, 1957, the status of its work 
during the past year was carefully reviewed, and after extending discussion the 
committee reports to the membership of American Insurance Association ag 
follows: 

1. The committee agrees that evidence of the solicitation by unlicensed carriers 
of business now on the books of organization and admitted companies has beep 
received in sufficient quantity and is of a quality which makes the further gather. 
ing of similar evidence unnecessary. The files of the committee abundantly 
demonstrate the fact that a problem of substantial proportions faces the stock 
insurance interests. Therefore, the committee recommends that its work be 
eontinued, having in mind that the research phase of the problem is over and 
that the time for some affirmative action is here. 

2. The committee recommends that it be authorized to retain independent coun. 
sel for the purpose of studying the operation of unlicensed and unauthorized 
insurers in the United States. Based upon that study, the counsel will be re 
quested to outline any legal remedies, available to the industry, including any 
suggested legislation which may be deemed appropriate and necessary, to over- 
come this unnecessary and unhealthy competition. If retained, counsel will be 
further requested to furnish the committee an opinion as to the legal implications 
of conferences between a committee on American Insurance Association and rep- 
resentatives of unlicensed insurers, looking toward an amicable solution of this 
problem. 

3. The committee recommends that any consideration by American Insurance 
Association to authorize a delegation to confer with representatives of unau- 
thorized insurers (as referred to in committee report submitted to membership on 
January 9, 1957) be postponed until this committee and the membership have 
had an opportunity to review the findings of counsel, as outlined in paragraph 2 
above. 

4. It is also recommended that the membership of American Insurance Associ- 
ation cooperate with The National Board of Fire Underwriters’ request for in- 
formation as to amount of taxes, assessments, and fees paid to the various States, 
This information is valuable in establishing the difference in the amount of 
taxes paid by unauthorized insurers and by admitted companies. 

5. The committee anticipates that the Industry Surplus Lines Committee, 
which is presently cooperating with the National Association of Insurance Com 
missioners, will be continued and the membership is requested to support this 
work. 

Respectfully submitted. 

THE Funp INSURANCE Cos., Chairman, 

AETNA LIFE AFFILIATED Cos. 

Fipertitry & Deposir Co. oF MARYLAND 
GROUP. 

Home Group. 

Royat-GLosE INSURANCE GROUP. 

THe Saint Pavut Cos. 

Tne TRAVELERS GROUP. 





St for 


ATious 
nount 


Lites, 
Tance 
PPort 


THER 
RANCE 


work 
n the 
M ag 


Tiers 


ther. 
antly 
stock 
*k be 
r and 


coun- 
Tized 
e Te 
; any 
over: 
ill be 
tions 
| rep. 
’ this 


"ance 
nau- 
ip on 
have 
iph 2 
s0ci- 
r in- 
ates, 
at of 


ittee, 
Com- 


mn. 


ND 


THE INSURANCE INDUSTRY 3129 


Note: This draft incorporates Mr. Crafts’ suggestions for amendment. See 
Geter of August 8, 1957. This represents the final memorandum and will not 
pe sent to the committee members. See August 8 letter.) 


[Third draft, August 12, 1957] 


MawomANDUM OF MEETING OF AIA CoMMITTEE ON DIRECT-WRITING ACTIVITIES OF 
Liorp’s AND OTHER UNAUTHORIZED INSURERS, HELD AT 11 A.M., JULY 31, 1957, 
m Room 3, LAWYERS CLus, 115 Broapway, N.Y.C. 


= Fund Insurance Co., Chairman James F. Crafts and Mr. John H. 
Dillard. f 

Aetna Life Affiliated Cos., Mr. E. N. O’Beirne, Jr. 

Fidelity & Deposit Co. of Maryland Group, Mr. J. Stuart Galloway. 

Royal-Globe Insurance Group, Mr. Clarke Smith and Mr. J. L. Erhardt. 

The Travelers Group, Mr. Charles J. Haugh. 

Mr. John F. Neville, secretary, American Insurance Association. 

Chairman Crafts opened the meeting with a discussion of recent developments. 
There are indications that the number of fronting companies in which non- 
admitted insurers have a financial interest is now somewhere between 50 and 100. 

The chairman briefly recounted some of the insurance accounts which had 
recently been lost to the London market, and among these were: Burlington 
Mills, American President Lines, and Atlas Plywood Corp. 

Chairman Crafts stated that the premiums written as surplus lines in the 
State of Washington in 1956 showed an increase of approximately $700,000, about 
one-third more than last year. 

An item of some interest was the fact that the California Insurance Brokers 
Wxchange had contracted with Lloyd’s for an A. & 8S. group policy for its mem- 
bers. This discount in connection with this coverage was said to be about 
42%4percent off the going rate. tus 

The committee was reminded that the Railroad Insurance Association mem- 
bership had received a report from its manager which recommended the devel- 
opment of a package policy for railroad coverages, or, in the alternative, run the 
risk of a loss of this business to the London market. 

An AIA member previously had suggested that legal counsel be sought as to 
the legality, from an antitrust standpoint, of a committee of this association 
conferring with Lloyd’s representatives in London. Such an informal opinion 
was received by the chairman to the effect that it was permissible to confer, but 
no agreements, in any way affecting or restricting competition, should be counte- 
nanced or entered into. 

The chairman then reviewed the status of matters in the National Association 
of Insurance Commissioners, which organization was considering the feasibility 
of adopting a model surplus lines law. ‘The committee was reminded that Mr: 
J. Raymond Berry, general counsel, the National Board of Fire Underwriters, 
was chairman of an industry committee, which was still in existence and pre- 
sumably would continue to work with the commissioners on this subject. While 
the AIA committee work in connection with this problem was generally outside 
the area encompassed by the surplus line law, this general matter before the 
NAIC was of course of interest to the committee. 

The chairman further reported that the National Board of Fire Under- 
writers is taking an interest in this matter with the hope that it might be help- 
ful in connection with certain legislation. 

Mr. Crafts then explained to the committee that although he had indicated 
to the membership at Skytop last May that a general distribution of the re- 
sults of the research into actual cases of the loss of business to Lloyd’s would 
be disseminated to the members of the association, he had asked that this 
material be withheld, feeling that its distribution might raise more problems 
than it solved. In any event, if the material were distributed generally to the 
membership it could be expected that full information would reach Lloyd’s in 
due course, and, upon reflection, the chairman thought that it was probably 
not good tactics to waste the ammunition at this premature time. In the ab- 
sence of an objection from the committee he would refrain from sending this 
information to the membership. The other committee members interposed 
no objections. 
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This completed the general survey of developments. The meeting was 
opened for discussion by the members in connection with the proposeq 
to London of a delegation representing American Insurance Association, 

One of the committee members had referred the chairman’s memorang 
dated July 16, 1957, which had been circulated in anticipation of this m 
to his legal counsel for comment and had received an indication that, in 
counsel’s opinion, there were implications from an antitrust standpoint jp the 
proposed conference in London. This committee member suggested that the 
general counsel of each of the companies represented on the committee should 
give their opinion as to the legal implications, if any, inherent in the Proposed 
conference. 

The question also arose as to how much good a conference of the type Dro 
posed could be expected to accomplish, it being understood that controlling 
Lloyd’s presented a very great problem even in Great Britain. It was this 
member’s opinion that an Official delegation would be a mistake. 

The chairman, answering these questions and comments, stated that it was 
his understanding that a conference on almost any subject was proper, pro- 
vided agreements were not entered into. Even though little concrete might 
be accomplished through the proposed conference in London, due to the friendly 
relations which have always existed between the two markets, it would be 
worthwhile for the representatives of the American Insurance Association to 
expose themselves to the reaction of the Lloyd’s representatives. 

The feeling of the chairman was that sufficient research had now been done 
to establish the foundation upon which to proceed and the time had now 
arrived to do something concrete or to drop the subject. It seemed unprofitable 
to continue collecting information which merely confirmed that which had already 
been established. The chairman had been advised that nothing would come of the 
committee’s activities and that he felt this was a challenge to the committee and 
to the association. 

The chairman stated that individual conferences with representatives of 
Lloyd’s had not resulted in any satisfaction, but there was no reason to be- 
lieve that a delegation from AIA would have the same experience. 

The question was raised as to whether it would be feasible to proceed through 
the NAIC in this matter by having a committee of AIA hold a conference 
with representatives of the commissioners. The opinion was expressed that 
such a course would not be very helpful unless there was unanimity in com- 
pany ranks. 

The chairman requested that consensus of the committee as to whether, all 
things considered, this problem was of sufficient importance to justify con- 
tinuing efforts to correct the situation. The committee unanimously agreed 
that the matter should be pursued further. 

In connection with the legal aspects of this situation, a suggestion was made 
that it might be helpful to have the chairman of AIA appoint a committee com- 
posed of the general counsel of the various company organizations, such as 
the National Board of Fire Underwriters, Association of Casualty and Surety 
Companies, Surety Association of America, Inland Marine Underwriters Asso- 
ciation, Health Insurance Association of America, etc. This committee would 
study the general problem of Lloyd’s competition in the United States and give 
its opinion as to the courses open to the industry, including proposals for legis- 
lative enactment, if necessary, designed to contain the unnecessary and un- 
healthy competition presently being experienced by the licensed carriers. After 
consideration, such a legal committee was deemed infeasible. 

The suggestion was made that independent counsel be retained to study this 
matter for American Insurance Association. 

After discussion, it was the consensus of the committee that a report should 
be made at the September 1957 meeting of the membership of AIA, including 
the following: 

1. The committee agrees that its research has produced adequate evidence 
with respect to the existence of unwarranted and unhealthy competition in the 
United States from unlicensed carriers. It further agrees that this competition 
has been increasing. The committee’s files contain abundant evidence of the 
nature and extent of the competition and concludes that no essential purpose 
will be served in continuing its special effort to support its recommendations. 
Accordingly, it considers that the research phase of its assignment has been 
completed and that the time for some affirmative action is here. 
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At the January 9, 1957, meeting of the association the membership received 
rt of the committee which included a proposal that a friendly conference 
would be arranged with representatives of Lloyd’s when the committee’s research 
completed. The majority of the committee now feel that that conference 
stponed. 
rT. Ppeumittee further recommends that it be authorized to retain inde- 
t counsel for the purpose of studying the operations of unlicensed and 
ynauthorized insurers in the United States and the laws of the several States, 
with a view to determining what appropriate legal and/or legislative procedures 
are available to the member companies of the association in order that the 
unnecessary and unhealthy competition from unlicensed insurers be eliminated. 
The committee further recommends that such counsel be asked to furnish it with 
an opinion with respect to the legal implications of representatives of the Amer- 
jean Insurance Association conferring with representatives of unlicensed insurers 
for the purpose of seeking an amicable solution of the problem. 

4. The committee brings to the attention of the association the fact that the 
National Board of Fire Underwriters have been endeavoring to develop informa- 
tion with respect to the cost of licensed companies doing business in the several 
States in order that an appropriate tax on unlicensed insurers’ writings might 
be suggested. The committee recognizes that this information will be of real 
value and urges the members of the American Insurance Association to support 
the National Board and any other organization that seeks to obtain the necessary 
data to be used in this connection. 

5, The committee further reminds the membership of the association that there 
js in existence an industry committee, appointed by the National Association of 
Insurance Commissioners, to study the matter of a uniform surplus line law. 
There has been little evidence to date that licensed insurers have had any real 
interest in this proposal. The committee feels that this is unfortunate and it 
recommends to the association that its members use their influence to see to it 
that the subject is again reviewed by the appropriate committees of the various 
organizations whose representatives are on the commissioners’ industry 
committee. 

Adjourned at 12:45 p.m. 

JOHN F. NEVILLE, Secretary. 


FIREMAN’S FUND INSURANCE Co., 
San Francisco, August 12, 1955. 
Mr. Manninc W. HEarp, 
Chairman, American Insurance Association, c/o Hartford Accident ¢ Indemnity 
Co. Hartford, Conn. 

Deak Mr. Heard: As you are aware from statements which I made at the 
annual meeting of the American Insurance Association at Skytop in May of 
last year and on other occasions as well, our companies joined the association 
under a misunderstanding. We anticipated that it was going to be the focal 
point where major problems of our business could be discussed, decisions reached 
and implemented through suggestions passed on to the organization that would 
have immediate jurisdiction over a particular subject. I learned for the first 
time at Skytop that I had misunderstood the intent and misinterpreted the 
articles of association. 

As we see the picture, there is a real and growing need for senior executive 
direction of a solution of major problems, with the alternative unbridled com- 
petition with its expected result of increasing chaos. Accordingly, we believe 
the time has arrived when we must determine whether our associate members 
of the association desire a continuance of existing conditions or whether they 
are of the mind that we are, that the association if it is to continue should not 
only provide the medium where any and all matters affecting our business can 
be discussed among chief executives but where their disopsition can be decided 
upon. Such an arrangement need not in any way impair the usefulness or func- 
tioning of the subordinate class bodies or the many rating organizations and 
bureaus to which we all subscribe for they, too, in many instances are looking 
for guidance and counsel. 

I would propose that this subject be placed on the agenda for the meeting of 
the association to be held on September 15 and that prior to September 1 in 
order to comply with article IX of the articles of association that the member 
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ship be advised that it is proposed that certain changes be made in the q 
which will implement any favorable vote which might be taken at the asso 
meeting. 

The changes I have in mind can be quite simple but perhaps they shouig be 
submitted for counsel’s opinion before distribution. Under article II, | would 
eliminate the closing words, reading “* * * upon which the consensus may be 
taken without any binding effect upon the association or the membership” 
Under article V, section (b), eliminate the first sentence, reading “Bind 
action by the membership and voting thereon shall be confined to these matters 
necessary for the administration of this association.” Eliminate also the word 
“Such” in the second sentence so that it will, read, “Action by the membership,” 
ete. 

It is obvious that the intention of the drafters of the articles was to make 
it quite clear that no action was binding upon the membership. Actually with 
the exception of administrative matters, any decision of the Association would 
have to be implemented by these bodies having jurisdiction; hence, as J] see j 
the inclusion or exclusion of the particular language is not important. The ques. 
tion is one of policy. Does the membership of the association desire it to make 
decisions and can it be expected that its conclusions will be carried out by the 
appropriate subordinate organization? 

To remove any doubt as to the intent of this letter, it should be accepted ag 
a request and an item covering it be placed upon the agenda and the Proposed 
changes in the articles of association be bulletined to the membership in accor@. 
ance with the requirements of article IX. As to just what form this bulletin 
should take, I am quite willing to leave in your hands. 

Sincerely yours, 


Tticles 
ication 


JAMES F’.. Orart, Presidens, 


AMERICAN INSURANCE ASSOCTATION, 
Hartford, Conn., September 2, 195. 
Mr. JAMES F’. CRAFTS, 
President, Fireman’s Fund Insurance Co., 
San Francisco, Calif. 


Dear Mr. Crarrs: Pardon my delay in acknowledging receipt of yours of 
August 12. I did not overlook the letter but I have been so terrifically busy with 
so many other things that I just had to pass it up. 

I thoroughly understand how you feel. You have made it quite plain in the 
past. It seems to me, however, that it would have been highly unwise and 
inappropriate to give notice of the proposed amendment to the constitution which 
you suggest without the general committee first having had an opportunity to 
discuss the situation thoroughly. It has been and is my plan to submit the 
matter to the general committee, and if there is general feeling that the con- 
stitution should be amended, appropriate notice will go out and the matter can 
be put to a vote at the next meeting of the association which should be sometime 
during the month of January. I felt sure that you would not be averse to this 
comparatively short delay, particularly in view of your knowledge of the back- 
ground of the association and the problems involved in its formation. 

Ever since I was elected chairman I have been giving serious thought—and, as 
a matter of fact, I have discussed the subject with several senior executives of 
member companies—that we could with perfect propriety and within the frame 
work of the present constitution take a little more definitive action. In other 
words, I can see no reason—and those with whom I discussed the subject con- 
curred with me—why the American Insurance Association, while only a forum 
for discussion, could not make recommendations in the form of a recorded vote. 
For instance, if the association felt that the interregional organization should 
take action of a certain character, the AIA could by resolution recommend that 
they take such action. This could equally be true with all other organizations 
in the business—fire, casualty, and otherwise. It may be that if this is agreed 
to it will serve your purpose for the immediate future. I would certainly hope 
that it would. 

I would appreciate your reactions, but in any event I shall be glad to sit down 
and talk with you about the matter when I see you at the Hotel Pierre on Sep 
tember 14 or 15. 

Yours very truly, 
MANNING W. HEArp, Chairman. 
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AMERICAN INSURANCE ASSOCIATION, 
New York, N.Y., September 5, 1957. 
To the Mem bers of American Insurance Association. 


Dear Sirs: Ever since the formation of this organization in 1953, our members 

have been interested in developing ways and means of enhancing its usefulness. 

it became my privilege to serve as your chairman, it was natural that my 
interest Was intensified in accomplishing improvement of the association. 

Many members have expressed to me their thoughts of the association in terms 
of its accomplishments, its future, and the hope of its occupying a position of 
executive leadership. They also have expressed a feeling of frustration and 
discontent because of our seeming lack of ability objectively to reach conclusions 
on topics which are of immediate importance to the membership. 

As your chairman, I feel obligated to speak frankly concerning the reasons 
which, it seems to me, are basically the source of this feeling. Therefore, this 
pecomes an appeal for thoughtful consideration of the future of American 
Insurance Association. 

Considering the demands today upon the time of the company executive, it is 
not surprising that considerable difficulty is experienced in persuading members 
to assume chairmanship of some of our committees. I do not believe this sug- 
gests a lack of interest, but it might mean that we have an overabundance of 
committees. The frequency with which the membership authorizes the appoint- 
ment of committees could lead to the belief that this device may have inadvert- 
ently become the means of obviating the necessity for hard decisions during 
discussions at meetings. While no thoughtful executive would desire knowingly 
to follow such a course, the net effect is the same if there is unwillingness to 
gerve on the various committees voted into existence. 

Subjects currently pending in the association and committed for study to com- 
mittees cover some of the most important problems we face today, answers to 
which must be found if we are going to produce better results. Surely we cannot 
afford to put ourselves in the critical position of paralyzing our own machinery. 
I feel this because so many of our committees have accomplished little or nothing 
during their existence. It is not my intention to detract in any respect from 
the success of a number of committees which have concluded their duties with 
credit and dispatch. Some, however, were apparently foredoomed to failure 
when they were authorized, and a committee which fails in its objective, or 
which is appointed merely to dispose of a troublesome subject weakens the 
association. 

Iam mindful of the fact that this association was created as a forum for 
discussion of common problems, and does not have the power to enact rules. 
But it nevertheless can and has been a successful sounding board, bringing 
problems and their solutions into sharp focus. The opportunity for executives 
to get together for discussion and an exchange of views is in itself an invaluable 
facility. The creators of this forum provided for attendance at meetings by 
the principal officers of the companies making up the membership. The number 
of chief executives attending our recent meetings has fallen to an extent which 
is disturbing, particularly if it can be interpreted as a sign of reduced interest 
in the association. The principal officers of our membership should make a 
determined effort to attend our meetings, but in the event they cannot, they 
should empower representatives to speak for their companies and request that 
such represenatives participate in the discussion of the subjects in which their 
companies have an interest. 

In the opinion of your chairman, there is today a greater need than ever for a 
vigorous executive organization, willing to provide a high level of leadership in 
the flelds of our several enterprises, and this association can fill that need. 
Because there is much to be done in the improvement of our methods and 
techniques which will be of benefit to us as well as to the public, it seems incredible 
that we are not making full use of our opportunities. If we did not have an 
organization such as American Insurance Association, we doubtless would feel 

the need to create one. 
Yours very truly, 


L. E. Newcoms, Chairman. 
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QUESTIONNAIRE PREPARED BY THE SUBCOMMITTEE OF THE GENERAL CoMMIrteg q 
THE AMERICAN INSURANCE ASSOCIATION, APPOINTED TO CONSIDER Ways AND 
MEANS To ENHANCE THE USEFULNESS OF THE ASSOCIATION 


All questions are asked from the viewpoint of whether or not members of the 
general committee feel that the business in which most of the association Men. 
bership is engaged (property and liability insurance plus, in most in 
inland and ocean marine, and in some instances fidelity and surety and accident 
and health) would be benefited if the American Insurance Association would: 

1, Provide a medium for chief executives of all capital stock companies who 
wish to join and are eligible to exchange views on any subject affecting the 
business in which they are engaged Yes ( ) No( ). 

2. Consist of a membership comprised solely of direct-writing agency cop. 
panies Yes( ) No( ). 

3. Act as the senior executive policymaking body of our business and arrag 
for communication channels so that other industry organizations will be kept 
apprised ofitsdecisions Yes( ) No( ). 

4. Be recognized as the body that would consider all matters over which no 
existing organization had complete control and decide to what organization » 
organizations, if any, a subject should be referred Yes ( ) No( ), 

5. Be recognized in our business as the senior executives’ organization wher 
matters could be discussed, if necessary, in confidence, and where the comments 
and opinions of individuals would not be repeated for the purpose of gaining g 
competitive advantage—in other words, a gentlemen’s organization where the 
members would respect the desire and the willingness of their associates ty 
express their views frankly Yes ( ) No ( ; 

6. Be a forum where new ideas could be discussed freely Yes ( ) No( )}, 

7. Direct a study as to the integration of the internal functions of rating an 
supervisory bodies if such would result in avoiding duplication of expense and 
provide an improved opportunity for cooperative research Yes ( ) No( )}, 

8. Provide a contact with educational institutions to acquaint them with the 
business of insurance for the purpose of attracting more young men and women 
with potentialtoour business Yes( ) No( ). 

9. Provide a medium for contacting business leaders and corporation execp. 
tives to let them know of the position of the capital stock agency companies 
on matters of importance Yes ( ) No ( ). 

10. Request the appropriate rating body to review the rates on any and aj 
classes or parts thereof in any section of the country at any time and see toit 
that justified profit factors are maintained in ratemaking Yes ( ) No( ), 

11. Initiate research on any matter, including a study of the volume of 
statistical data required in our business, to determine if any of it could hk 
reduced or eliminated Yes ( ) No( ). 

12. Contact Federal agencies with respect to matters in which our business 
has an interest and direct the assignment of those matters that could be more 
appropriately handled by some of the organization Yes ( ) No( ). 

13. Provide a public relations facility where there was a need for someone to 
speak forthe insuranceindustry Yes( ) No( ). 

The following resolution was adopted by both the general committee and the 
membership of American Insurance Association at meetings on September 
and 14, 1956, at the Hotel Pierre, New York City: 

As the association of senior executives in the fire, casualty, marine, fidelity, 
and surety fields, American Insurance Association may consider any matter of 
policy affecting the welfare of the business, and arrange for communication 
ehannels so that other indsutry organizations will be apprised of its recom- 
mendations. 


REPORT OF THE COMMITTEE To ACT AS LIAISON WITH INTER-REGIONAL INSURANG 
CONFERENCE 


At the May meeting of the association, the chairman was authorized to appoint 
this committee to work with the Inter-Regional Insurance Conference with the 
aim of strengthening and supporting that organization so that it can better per 
form the advisory functions for which it was organized. The deteriorating loss 
experience of the fire and allied business in 1956 and early 1957 indicated the 
urgent need for measures to deal with the situation. 

The interest of the association was made known to the executive committee 
of Inter-Regional Insurance Conference, which under the leadership of its 
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chairman, Mr. Harry M. Mountain, responded with prompt and vigorous coopera- 


= a first step, the chief executives of 16 companies were invited to form a 
rd of governors of the conference, subject to call at any time when the need 

ig felt for their guidance on matters of policy. All invitations were accepted 
and the board is constituted as follows: 

Clinton L. Allen, president, Aetna Insurance Group. 

Kenneth E. Black, president, the Home Insurance Co. 

James F. Crafts, president, Fireman’s Fund Insurance Co. 

J. Doyle DeWitt, president, the Travelers Insurance Co. 

Lester S. Harvey, president, New Hampshire Fire Insurance Co. 

J. Victor Herd, president, the America Fore Group. 

James C. Hullett, president, Hartford Fire Insurance Co. 

A. B. Jackson, president, St. Paul Fire & Marine Insurance Co. 

Harry W. Miller, U.S. manager, Commercial Union Assurance Co. 

W. E. Newcomb, president, Great American Insurance Co. 

William L. Nolen, U.S. manager, North British & Mercantile Insurance Co. 

John A. North, president, the Phoenix Insurance Co. 

§. Dwight Parker, president, Springfield Fire & Marine Insurance Co. 

William B. Rearden, president, Firemen’s Insurance Co. 

Alexander L. Ross, chairman of the board, United States Fire Insurance 


Clarke Smith, U.S. manager, Royal-Liverpool Insurance Group. 

Inter-Regional has also obtained the full-time services of Charles P. Butler 
whose wide experience in various segments of the business should prove of 

t value in furthering the aims of the organization. 

Since our May meeting, the conference has stepped up several of its activities. 

It has recommended to rating bureaus nationwide an increase in the fire and 
allied term multiple that has been adopted in 34 rating jurisdictions, with other 
adoptions in prospect. 

It is working diligently on revision of its recommended principles for rate 
level adjustment with the aim of including proper factors for recognition of 
prospective loss experience and prospective expenses in ratemaking. 

It has underway a statistical study of the cost of handling deferred payment 
premiums, and will soon make recommendations on that important subject. In 
this connection, the conference is also studying a proposed method for deferred 
payment premiums on a simpler basis that should materially reduce handling 
costs of companies and agents. 

Its assistance, in an advisory capacity, is in growing demand. Bureaus are 
more and more looking to Inter-Regional for aid and advice on problems which, 
while local, need to be dealt with in the light of nationwide considerations and 
principles. This is a wholesome development that will be increasingly beneficial 
to the industry in the future. 

At this meeting you will receive more detailed reports on some of these sub- 
jects. However, it occurs to me that a brief summary in this form of the growing 
usefulness of the Inter-Regional Insurance Conference would be of interest 
to you. 

Your committee will continue its close cooperation with Inter-Regional, 
through its capable chairman, Mr. Mountain, with the aim of strengthening that 
organization and increasing its effectiveness. 

K. E. Biack, Chairman, 
C. L. ALLEN. 

J. V. Herp. 

W. E. NEwcomes. 


STATus OF REVISION OF TERM RULE 


The revision has been filed generally throughout the country. Already it is 
approved in 34 jurisdictions, and other approvals are expected in the near 
future. Thus far, approvals have been obtained on the reasoning that a change 
merely in rule was involved, without the requirement that the additional pre- 
mium to be derived from it be offset by companion rate reductions. This course 
has been followed, however, on the understanding that at the next regular 
review of experience, the effect of the term rule change will be taken into ac- 
count in any overall rate level adjustments that are made. 

47932—-60—pt. 5-37 
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Two jurisdictions only have disapproved the filing—North Carolina anq the 
District of Columbia—both on the contention that the filing actually COnStitutes 
a rate increase which must be statistically supported. In both these jurisdic. 
tions, as well as in several other States where insurance departments have 
yet acted upon the filing, it may become necessary to tie up the term rule chan 
with the next overall rate level revision. For this reason, a few months must 
necessarily elapse before the revised term multiples will be in use uniformly 
throughout the country. 

The Inter-Regional Insurance Conference and the several rating bureays 
are following the situation closely, however, and there can be no doubt that 
within a reasonable period of time the increased term multiples will be yyj. 
formly applicable in all jurisdictions. 

While the actual premium-increasing effect of the higher multiples wil] be 
exerted only in a small degree at the start, by the end of the third year an 
appreciable increase in premium income should result. 

The term rule committee of Inter-Regional also has under study the matter 
of the charge made for deferred payment of premiums. It is generally belieyeg 
that 78 percent of the annual premium we collect as an installment for each 
year after the first year of a term policy, is inadequate; that this percentage 
should be increased to a higher one. Actually, we add to the multiple of 75 per- 
cent for each subsequent year only 3 percent to reach the installment premium 
basis. It is this 3 percent figure that company actuaries and accountants have 
under examination. 

A careful and comprehensive analysis will be made of all fire and extended 
coverage business flowing through 12 company offices during the next month— 
October 1957. Based upon this analysis, the cost of handling deferred payment 
premiums as contrasted with the cost of processing prepaid premiums will be 
determined. 

This determination should, for the first time since the installment practice 
commenced, afford statistics and conclusions upon which might be based a proper 
and adequate charge for the privilege of paying a term premium in annual 
installments. 

It is hoped that by the first of the year Inter-Regional will be in a position to 
make appropriate recommendations to rating bureaus. I can assure you that the 
work will be pressed forward with all dispatch. 


PACIFIC FIRE RATING BUREAU DEFERRED PREMIUM PAYMENT PLAN 


Now, as to the deferred premium payment plan recommended by the Pacific 
Fire Rating Bureau. This has been a completely separate venture. It was devel- 
oped by the Pacific Bureau after an extensive study of the problem over a 
period of approximately 5 years. It grew out of the difficulties experienced in 
that territory where several varying plans had been introduced, and where at 
least two—the installment plan and the annual renewal plan—had come into wide 
use. Both are still in use. Both are mechanically unwieldy and complicated 
in actual practice. Both are objectionable on numerous counts, but chiefly 
because they impose a tremendous burden of expense upon companies and agents 
alike. 

The Pacifie Bureau people contend that most of the difficulties with present 
plans stem from the unequal instalment method of premium payment. In this 
view, company accounting an actuarial departments generally concur. 

Hence, their recommended plan which, in brief, may be described as follows: 
Assume an annual rate of 1.00—the 3-year rate becoming $2.70. A term policy— 
for 3 or 5 years—may be written by the use of a so-called annual deferred pay- 
ment rate equal to 35 percent of the 3-year rate—in this case 35 percent of 2.70 or 
.945—for each installment—the first as well as each subsequent one. The total 
premium for a 3-year policy payable in installments becomes 2.835 times the 
annual rate; for a 5-year policy, 4.725 times the annual rate. These charges 
represent a material advance over the present 3-year total of 2.76 and 5-year 
total of 4.52 under the new term multiple, and with the 3 percent load currently 
applied. 

The Pacific Fire Rating Bureau desired to put the plan into immediate 
effect, but recognizing the countrywide significance of the problem decided to 
refer its proposal to the Inter-Regional Conference for consideration on a na- 
tional basis. 

Day before yesterday the executive committee of Inter-Regional voted to ap 
prove the plan in principle, and by doing so, approve the level premium feature 
which is the substance of the plan. This action was subject, however, to deter 
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mination of the factor itself after the results are known of the actuarial and 
accounting study of installment payment costs, previously referred to as now 
peing under way; and subject to possible mechanical rearrangements in the en- 
dorsements which at the moment are receiving tests in several company home 
offices under actual working conditions. Once again, it is anticipated that In- 
ter-Regional will be in a position to make a nationwide recommendation on the 
subject around the first of the year. 

Meantime, Inter-Regional has suggested to the Pacific Fire Rating Bureau 
that the interests of desirable uniformity would be well served if that organiza- 
tion would refrain for the time being from proceeding with filing the plan in 
that territory. 

Perhaps at the next meeting of the American Insurance Association something 
more can be reported along this line. 

The plan offers the hope of materially reducing the growing and burdensome 
expense of handling deferred payment premiums and should be welcome on that 
score by companies and agents alike. 

Mr. Mays is chairman of the Inter-Regional committee on this subject, and I 
trust Mr. Newcomb will ask him to add to these remarks as he thinks appro- 
priate. , 

Respectfully submitted. 

FELIx HARGRETT. 


The foregoing report was prepared and read by Mr. Felix Hargrett, vice 
president, the Home Insurance Co., to a membership meeting of American In- 
surance Association at Hotel Pierre, New York, on September 20, 1957. 





AUGUST 27, 1957. 
Mr. James F. Crarts, 
President, Fireman’s Fund Insurance Co., 
San Francisco, Calif. 

Dear JIM: While recently on the coast I had hoped to be able to be in touch 
with you but found that you were in New York the week I was in San Francisco. 
Additionally, the week I was there I came down with Asiatic flu and spent most 
of my time completely out of circulation. 

I regretted receipt of your August 20 letter because of your suggestion that 
you be relieved of the chairmanship of the Committee on Direct-Writing Activi- 
ties of Lloyd’s and Other Unauthorized [nsurers. While I believe in the principle 
of rotation and normally would expect that committees should occasionally be 
recast, I feel distressed over your giving up the chairmanship of this one— 
particularly because you have been so energetic in pursuing the subject to the 
point whe"e some constructive action might be taken. I have discussed with 
John Neville the results of your meeting here in New York with the committee 
and frankly feel somewhat discouraged over the lack of willingness to proceed 
with your original suggestion for meeting with representatives of Lloyd’s. In 
my. own opinion, the time is here for more positive action to be taken and it 
is regrettable that the matter must be further postponed. 

You have, in my opinion, made a great contribution in the direction of a solu- 
tion of this problem and I feel that you could continue to accomplish substantial 
results. The direction of such a committee needs the enthusiasm which you have 
supplied and your kind of tenacity in the face of opposing influence. 

I will give consideration to your request to be relieved of the chairmanship, 
but would be in hopes that you might reconsider. 

Sincerely, 
W.ELN. 


FIREMAN’S Funp INSURANCE Co., 
San Francisco, Calif., September 10, 1957. 


OOMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 

Mr. A. B. Jackson, 

President, The St. Paul Companies, 

St. Paul, Minn. 


Deak Arcu: Secretary Neville of the American Insurance Association has 
sent me a copy of your letter of August 26 on this matter and also a copy of his 
response, 
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With regard to the use of the words “unwarranted and unnecessary,” ¢p, 
may be a bit strong, but the evidence before the recent meetings of the committee 
would permit of no other description. 

Now with regard to item 3, it was my recommendation as chairman of the 
committee that a small group of senior company executives visit London at this 
time to discuss in a friendly way some of the problems that our committee had 
been considering. It happened that I was going over anyway, I had made gp 
personal and indirect overtures with respect to such a meeting, and I had taken 
the liberty of suggesting to President Newcomb that he and Ken Black accompany 
me. 

When the committee met last month, the Royal-Globe and Travelers raj 
objections to such a meeting, stating that their respective legal departments felt 
there were definite obstacles to conferring with Lloyd’s representatives, The 
majority of the committee supported this view, at least for the time being, not. 
withstanding the fact that the association itself accepted a report from the com. 
mittee in January in which it was understood that association representatives 
would sit down for a friendly talk with representatives of Lloyd’s. As an al. 
ternative to the visit, it was the view that we should find out what our legal ang 
legislative position was, or, in effect, what our alternatives were. This accounts 
for the recommendation contained in the committee’s report. I still feel rather 
strongly that we are making a mistake and that we should not turn to legal or 
legislative procedures until we have made a real effort to see if we could eliminate 
our problem through friendly discussions. Of course, it will be up to the genera} 
committee and the association to decide what course of action should be followed, 

With warm personal regards, I am 

Sincerely yours, 
JAMES F’, Crarts. 


FIREMAN’S FuND INSURANCE Co., 
San Francisco, Calif., September 12, 1957, 
Mr. JOHN F. NEVILLE, 
Secretary, American Insurance Association, 
New York, N.Y. 


Deak JouNn: As I will be going to London early next month, I would very 
much appreciate your writing me at an early date following the association 
meeting next week as to what action was taken by the general committee and 
the association on the report submitted by the Committee on Direct Writing 
Activities of Lloyd’s and Other Unauthorized Insurers. 

Even though I have asked Mr. Newcomb to relieve me as chairman of the 
committee, I fully intend to express my personal views frankly to the commit- 
tee at Lloyd’s if opportunity permits. Hence I would like to know how matters 
stand at the time in case that knowledge may be of value. 

Best regards. 

Sincerely yours, 
JAMES F. Crarts, 


MEMORANDUM OF MEETING OF GENERAL COMMITTEE, AMERICAN INSURANCE 
ASSOCIATION, HELD THURSDAY, SEPTEMBER 13, 1956, AT 4 P.M., AT THE 
Hore PIERRE, New YorkK City 


Attendance: 
Aetna Life affiliated companies, Mr. Guy E. Mann, Mr. Olaf Nordeng. 
American Fore insurance group, Mr. J. V. Herd. 
Chubb & Son group, Mr. Percy Chubb, 2d. 
Fireman’s Fund group, Mr. James F. Crafts, Mr. John H. Dillard. 
Great American group of insurance companies, Mr. William E. Newcomb, 
Loyalty group, Mr. William B. Rearden, Mr. Walter J. Christensen. 
The Saint Paul companies, Mr. A. B. Jackson, Mr. R. M. Hubbs. 
The Springfield group of insurance companies, Mr. Wilfred G. Howland. 
Standard Accident group, Mr. L. K. Kirk. 
The Travelers group, Mr. Charles J. Haugh, Mr. Charles P. Jervey. 
United States Fidelity & Guaranty group, Mr. Frank F. Dorsey. 
Mr. Manning W. Heard, chairman, accompanied by Mr. Roland H. Lange. 
Mr. F. Elmer Sammons, treasurer. 
Mr. J. R. Robinson, chairman, program committee. 
Mr. J. D. Erskine, secretary. 
Mr. John F.. Neville, associate secretary. 





and 


ther 
il or 
nate 
eral 
wed, 


very 
tion 
and 


ting 


mit- 
ters 


NCE 
THE 


mb, 


ind. 


Se SS 


THE INSURANCE INDUSTRY 3139 


GROUP INSURANCE PLAN FOR EMPLOYEES OF AMERICAN INSURANCE ASSOCIATION 


At the request of the chairman, the associate secretary reported that the 

yees of this association are presently covered under a group insurance 

n with benefits consistent with and at a level of those suggested by American 

{nsurance Association for employees of company-supported organizations in 
the memorandum of February 23, 1955. 


REPORT OF COMMITTEE ON FINANCING 


The chairman of this committee, Mr. F. Elmer Sammons, read a report of 
the committee dated August 31, 1956. Among other things the report contained 
a recommendation of the committee on financing that for all reasonable and 
authorized financial requirements, the plan of membership fees graded according 
to direct premiums on all classes of business (excluding life) written by a com- 
pany group should be used by the association. 

As a result of the ensuing discussion of this portion of the report, the follow- 
ing motion was duly made, seconded, and carried: That all accident and health 

remiums, in addition to life premiums, written by a company group, be ex- 
duded from the assessment formula, that the report should be amended to this 
effect, and accepted by the general committee. 

The above report as amended, is attached hereto. 

At the request of a member of the committee, the chairman asked the com- 
mittee on financing to consider further the weighted assessment adopted by the 
Association of Casualty & Surety Cos., in order to determine whether such a 
plan has sufficient merit for general adoption by other company organizations. 


REPORT OF PROGRAM COMMITTEE 


Mr. J. R. Robinson, chairman of this committee, made a brief report. There 
were no questions. 


REQUEST OF AMERICAN ASSOCIATION OF UNIVERSITY TEACHERS OF INSURANCE 


At the request of the chairman, the associate secretary read a letter dated 
July 26, 1956, from Mr. John S. Bickley, editor of AAUTI. This letter stated 
that AAUTI desired to develop as close a liaison as possible between organiza- 
tions such as American Insurance Association and the insurance teachers. It 
was requested that AIA furnish the members of AAUTI with copies of publica- 
tions which have been or will be released. The letter also contained a request 
for members of AAUTI to attend open meetings of our association. 

The secretary responded to the letter by writing that the members of AAUTI 
had already been sent a copy of the flood report entitled “Study of Floods and 
Flood Damage 1952-55” and that similar action would be taken on any publica- 
tions released by this association in the future which are to be widely distributed. 
The secretary stated, in response to Mr. Bickley’s second request, that it was not 
the policy of this association to have open meetings. 

It was pointed out by a member of the committee that each teacher, member 
of AAUTI, has many students and that it would be very expensive if AIA were 
expected to furnish copies of the flood report, for example, to that number of 


people. 
The committee left the handling of this matter in the hands of the staff. 


RELATIONS WITH AMERICAN MANAGEMENT ASSOCIATION 


It was brought to the attention of the committee that the representatives of 
the mutuals are very active in the work and at the meetings of American Man- 
agement Association and that, conversely, the activity of the stock companies 
suffered by comparison. 

A member stated that only very well-qualified persons should attempt to par- 
ticipate in the panels which are part of the meetings of American Management 
Association, because the group, as a whole, is interested in specific technical 
problems of the business and answers containing broad general principles will 
not satisfy them. A discussion ensued in which there was general agreement 
that more interest in the meetings of American Management Association should 
be taken by the stock insurance industry, but that it was basically an individual 
company matter to determine. 
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In this general connection, a member pointed out that the meetings of Natj 
Industrial Conference Board were very valuable and that any executive of the 
stock insurance industry would find the meetings profitable and should acce 
an invitation if one is proffered. At meetings of National Industrial Conference 
Roard, there is an opportunity to meet with top level business executives in Var- 
ious lines of endeavor and the meetings are small enough to afford all an Oppor. 
tunity for profitable and close contact. 

Because of the importance of this subject, the chairman was asked to report 
upon it at the meeting of the membership on the following day. 


REPORT OF COMMITTEE ON FLOODS AND FLOOD DAMAGE 


A verbal report was made by the chairman of this committee, Mr. J. y. Herd 
who brought the general committee up to date on events subsequent to the enact. 
ment of the Federal Flood Insurance Act of 1956 which was signed into Jaw 
by the President on August 7. 

As requested by the committee on floods and flood damage, Messrs. J. V. Herd, 
H. Clay Johnson, and J. Raymond Berry attended a meeting called by Mr. Frank 
J. Meistrell, the Acting Administrator of the Housing and Home Finance Agency 
(who is very likely to be named Commissioner of the flood program) on August 
21, in Washington, D.C. These gentlemen represented American Insurance Aggo. 
ciation, National Board of Fire Underwriters and Factory Insurance Association, 
Some other organizations represented at the meeting were American Mutual 
Alliance, National Association of Independent Insurers, Associated Factory 
Mutuals and the American Reciprocal Association. 

During the course of the meeting, the question of the composition of the 
advisory committee, which is provided for under the law, was discussed, and it 
was suggested that the three stock company organizations represented should 
have, in the aggregate, five representatives on the advisory committee. It was 
further suggested that the other organizations mentioned above have one 
member each on the committee. Many groups are attempting to be represented 
on the advisory committee. These include such disparate groups as labor unions, 
the Council of Governors, and the National Association of Insurance Commis- 
sioners, among others. Mr. Herd stated that the stock company nominations 
for service on this committee were dispatched immediately upon his return to 
New York and he expected to be informed in the near future that the commit: 
tee had been appointed. 

The opinion was expressed that close liaison outside of the advisory com- 
mittee should be maintained and that steps were being taken to arrange a 
meeting with the producers and members of AIA Flood Committee within the 
near future. 

Mr. Herd indicated that both he and Mr. Meistrell were concerned with the 
possibility of a major flood occurring between the date of the passage of the 
law, August 7, 1956, and the date when flood cover could be made available. 
The Housing and Home Finance Agency and the insurance industry doubtless 
would be subject to criticism in the event this occurred, even though such ecrit- 
icism might be unwarranted. This points up the urgency inherent in the situa- 
tion and the necessity of having the program developed forthwith. 

This urgency may require the use of a binder providing for a temporary rate 
large enough to discourage those who are really not interested, with the option 
for pro rata cancellation in case the final rate and cover, as promulgated, prove 
to be unacceptable to the applicant. No final determination on this point has 
been made. 

Mr. Meistrell, at the suggestion of the stock insurance representatives, indi- 
cated that the direct insurance program was to be given precedence over rein- 
surance. Further breaking down the direct insurance program, it has been indi- 
cated that protection for the homeowner, small mercantiles, and for industrial 
properties, in that order, was to be the first order of business. 

Mention was made of the interest of Mr. J. Raymond Berry, general counsel 
of the National Board of Fire Underwriters, in these developments. His services 
in connection with the development of the flood program are especially valuable 
because the law contemplates State participation in about 3 years and this 
participation will require the passage of some State legislation. 

It was pointed out that the distribution of the flood contracts as contemplated 
would probably be patterned after the plan used in the war damage program, One 
of the members of the committee inquired as to whether any exploration had 
been made as to the advisability of using either a presently existing or a new 
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association to handle the program. It was the opinion of Mr. Herd that it would 
pbemore advantageous to follow the pattern used in war damage. 

At the conclusion of the verbal report, it was suggested that because of the 
jmportance and timeliness of this subject a similar report would be given to the 
membership at the meeting on the following day. 


REPORT OF THE ATOMIC ENERGY COM MITTEE 


Mr. Percy Chubb 2d, chairman of this committee, gave a brief report. He 
stated that the two associations, Nuclear Energy Property Insurance Association 
and the Nuclear Energy Liability Insurance Association, had been organized with 
present eapacities of approximately $31 and $39 million net retention, respec- 
tively, and were presently functioning. 

He stated that no legislation in connection with the atomic energy insurance 

rogram had been passed in the last Congress but he expected that similar legis- 
jation would be introduced in the next. It was his opinion that the industry could 
pave lived with the legislation as proposed this year. The legislative situation 
was going to be carefully watched and the committee would proceed as it had 
heretofore been authorized by the association. 

Mr. Haugh gave a short report on the progress of the casualty pool stating 
that there were some difficulties still to be ironed out but that on the whole the 
matter appeared to be proceeding satisfactorily. One of the largest fields yet 
remaining undetermined as to amount of coverage available was that of reinsur- 
ance. It was also expected that this matter would be resolved before long. 


REPORT OF COMMITTEE ON EMPLOYEE BENEFITS FOR EMPLOYEES OF COMPANY 
SUPPORTED ORGANIZATIONS 


The chairman of this committee, Mr. J. V. Herd, made a short verbal report 
in which he stated that the objective of the committee to achieve uniformity in 
the employee benefit coverages for employees of boards and bureaus seemed to be 
well on the road to success. 

The office of the association is receiving routine questions which are presently 
being answered in connection with the AIA suggested program but there does not 
seem to be any immediate need for a full committee meeting. 


OTHER COMMITTEE REPORTS 


The chairman announced that the following additional committees would 
report at the meeting of the association the following day : Committee for expense 
study of company-supported organizations (Mr. Clarke Smith, chairman) ; com- 
mittee to confer with agents regarding a comprehensive and integrated advertising 
program (Mr. William E. Newcomb, chairman) ; committee to study rating of 
automobile business (Mr. J. V. Herd, chairman) ; and committee to explore ways 
and means of attracting college graduates to the insurance business (Mr. Bert A. 
Jochen, chairman). 


REPORT OF COM MITTEE TO CONSIDER WAYS AND MEANS OF ENHANCING THE USEFULNESS 
OF THIS ASSOCIATION 


Mr. Crafts, chairman of the committee, made a verbal report outlining the 
reason for its appointment. He stated that there were those within the associa- 
tion who believed that the time had come for it to take a more positive form. 

The commitee has had two meetings, one in Atlantic City and the other very 
recently in New York, in addition to exchanges of correspondence between and 
among the committee members and some other members of the association. The 
general committee had previously requested that any questionnaire which might 
be developed by the committee for submission to the membership be submitted to 
and discussed by the general committee before further distribution should be 
made. A form of questionnaire containing 13 questions was distributed to the 
general committee and formed the basis of discussion. 

It was the consensus that it appeared impossible to arrive at any unanimity 
of thinking on the form of several of the questions submitted, or upon the desira- 
bility of submitting such a questionnaire to the membership at large. 

The opinion was expressed that there was not much difference between the 
Viewpoints of the advocates of AIA taking more definite form immediately and 


who believe that its future growth, prestige, and sphere of service should 
be evolutionary. 
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It was, therefore, duly moved, seconded, and carried that the following state. 
ment be adopted by the general committee, to be submitted to the membership 
on the following day: 

As the association of senior executives in the fire, casualty, marine, fidelity 
and surety fields, American Insurance Association may consider any matter of 
policy affecting the welfare of the business, and arrange for communication 
channels so that other industry organizations will be apprised of its recom. 
mendations, 


AUTHORIZATION OF APPOINTMENT OF COMMITTEE ON DIRECT WRITING ACTIVITIEg OF 
LLOYD’S AND OTHER UNAUTHORIZED INSURERS 


There has been a committee of the National Board of Fire Underwriters fo» 
some time past which has been interested in the direct writings of Lloyd’s ang 
other insurers. It has been recommended that this work should be continyeg 
by a committee of AIA which could provide broader representation to the 
various interests in the business such as fidelity, casualty, and marine com. 
panies, as well as fire companies. After discussion, the general committe 
authorized the chairman to appoint such a committee. 


COMMITTEE TO STUDY IMPACT OF INFLATION ON RATE LEVELS 


The opinion that inflationary pressures were affecting rate levels was dis. 
cussed and the general committee authorized the chairman to appoint a commit. 
tee to study the problem. It was requested that the new committee when ap- 
pointed be instructed to report to the general committee at the call of the 
chairman. 

RETIREMENT OF MR. J. D. ERSKINE, SECRETARY 


The chairman announced that the desire of Mr. Erskine to retire was being 
honored, to be effective at the close of the association meeting to be held on the 
following day. The chairman recalled that a committee, with power, consist. 
ing of Messrs. A. B. Jackson, J. V. Herd, and Manning W. Heard had worked 
out the details of retirement which were agreeable to Mr. Erskine. It wag also 
announced that Mr. John F. Neville, associate secretary, would be nominated 
for secretary at the association meeting to be held on the following day, 


DATE OF NEXT REGULAR MEETING 


It was determined that the next regular meeting of the association should 
take place on Wednesday, January 9, 1957, in New York, at either the Hote 
Pierre or Hotel St. Regis, if facilities are available. 

Adjournment. 

JOHN F. NEVILLE, 
Associate Secretary. 


UNITED STATES AVIATION UNDERWRITERS, INO., 
New York, N.Y., September 20, 1957. 
Mr. JOHN FRANKLIN NEVILLE, 
Secretary, American Insurance Association, 
New York, N.Y. 


Dear Mr. NEvILLE: I thought it best to forward the accompanying report to 
you with this separate letter rather than include in the report certain obser- 
vations of a highly contentious nature. Nobody has suggested that we include 
with the report recommendations for correcting or improving the situation. As 
a result, my gratuitous observations, in this letter, may be completely uncalled 
for, and if you prefer to file this letter in the wastebasket or return it to me, 
my feelings won’t be hurt. 

I have discussed the overall problem with a number of insurance executives 
from time to time. One recommendation which I encountered was that legisla- 
tion be adopted at the State level prohibiting unlicensed direct insurance. My 
feeling is that this is not the answer and that any attempt in that direction 
would only force the London market into a perfectly legal underground through 
the setting up, and reinsuring 100 percent, of cutrate small companies. 

I know that certain Lloyd’s underwriters look at the overwriting commis 
sions required by a domestic company here, when reinsuring in London, and 
become tempted to acquire the business directly at lower cost. The cost dif 
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tial of the Lloyd’s syndicates as compared with the costs of our stock com- 
panies I would set at a minimum of 10 percent across the board. I would cer- 
think that we, in the insurance business, would not want something in the 
nature of a protective tariff. In many cases I have encountered the arithmetic 
does not work out. For example, a 33 percent reduction in gross rate won’t 
te for a saving of legitimate and realistic overwriting commissions 
required by the domestic carrier here. 

Another difficulty or source of competition was, I think, very well expressed 
py Mr. Arnie Fougner, president of the Christiania General Insurance Corp., at 
the recent International Insurance Conference in Philadelphia, when he said: 

“4 few unscrupulous individuals or firms acting as self-styled internationalists 
pave made it their business to peddle abroad upon innocent markets business 
which by its very nature—insuflicient rates, sloppy underwriting, fraudulent 
practices, or general deceit—would be unpalatable in the eyes of local and more 
sophisticated underwriters. Such practices deliberately aim to capitalize on the 
ignorance of ‘innocents abroad’ and the ultimate effect has been to cause burned 
fingers, shock, and suspicion toward foreign offerings, with further restrictions 
of capacity as an added result. From time to time, for instance, American 
pusiness purporting to be conventional and orthodox is offered abroad under the 
plausible pretense of limited capacity. Very often such offers have been tinged 
by elements too obviously unattractive to make the business touchable at home. 
In some cases the financial structure has been wholly inadequate and even 
pordering on bankruptcy. In others, the men behind them have been smart 
operators, looking for their own quick profits through deliberate deceit.” 

Another of our real difficulties, whenever a large airline account has gone 
directly to London through a drastic cut in rates, is that before very long this 
becomes common knowledge among other airlines through meetings of the in- 
surance managers of the airlines, and this subjects the domestic markets’ rates 
to pressure. 

It seems to me the only practical answer to the problem lies in a simple and 
commonsense one; and that is that the companies here make it clear to under- 
writers at London that they will not tolerate continuance of a system under 
which they, the companies, are on the one hand, feeding the London market mil- 
lions in premiums annually, while the same market competes at rates which 
demoralize the domestic market. 

I wonder what would be the effect of a meeting in London composed of a 
number of top executives of the companies here with the more substantial and 
leading syndicate managers and lead underwriters in the London market, at 
which, in all good commonsense, the American executives would, first of all, 
endeavor to have London pull in its horns in the interest of all concerned and 
agree that underwriters who are to be favored with American reinsurance will 
not lend their support in direct competition with the licensed American market. 
At first blush, some may say this is a foolhardy thought. Of itself, it may be. 
The London market, and particularly Lloyd’s, is a complex thing. There are 
some underwriters at Lloyd’s who will not lend their support to direct competi- 
tion with the American market over American business. There are others who 
will agree to nothing until they are forced to do so. I have a strong feeling 
that if, at a meeting such as I have in mind, the American market had behind 
its back a big club in the form of a threat to get together and organize a tre- 
mendous reinsurance pool here unless Lloyd’s mend their ways, much could be 
accomplished. I am quite sure Lloyd’s has far more to lose in the loss of 
American reinsurance premiums than they stand to gain through direct writing 
competition at low rates. In addition, there is a large and growing continental 
Teinsurance market which has shown in recent years that it is expanding faster 
than the London market in reinsurance; and this market could be included in a 
pool such as I visualize. 

As one contemplates the tremendous capital and surplus of the large Ameri- 
ean stock companies in relation to what must be the combined capital and sur- 
plus of all the names at Lloyd’s (approximately 4,269 at present), one is forced 
to ask, “How come?’ Why, with all this tremendous capacity available here 
at home, must we continue to feed the London market on the one hand, while 
it is biting us on the other hand? Undoubtedly, competitive jealousies among 
American insurance companies are largely responsible for the situation under 
which they individually rush to London with millions annually of reinsurance 
premiums that could be retained here if we stopped a lot of old-fashioned think- 
ing and took the mystery out of the business. We are, in a sense, terribly 
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provincial in this approach; and nobody knows it better than the mem 


be 
Lloyd’s, who are capitalizing on the situation. I have no wish that what rr a 


should be interpreted as a lack of confidence in the security of Lloyd’s. At 

same time, which one of us, who dumps millions annually into the Lloyd’s map. 
ket as reinsurance, has any idea of the real security behind his reinsurance? 
Nobody here knows this answer, and nobody dares ask; and, in the meantime, 


Lloyd’s capitalizes on the situation. 
Very truly yours, 


A. J. Surrn, 





U.S. Aviation UNDERWRITERS, INo., 
New York, N.Y., September 20, 1957, 


UNLICENSED DIRECT COMPETITION 


Mr. JOHN FRANKLIN NEVILLE, 
Secretary, American Insurance Association, 
New York, N.Y. 


Dear Mr. NevitteE: Some few months ago you telephoned and mentioned g 
special committee of your association that is engaged in probing the extent of 
unlicensed direct competition and asked that we assist the committee with 
facts and figures concerning the direct writing activities of nonadmitted insurers 
in the aviation classes. This subject is of considerable interest to us. I have 
always felt that the ratio of unlicensed domestic direct premiums to total avyaij- 
able business is higher in aviation insurance than in any other class of business, 
On several occasions I started to complete this report to you, but on each occasion 
some new development loomed which suggested withholding the final report. 

Through the years we have seen large premium accounts written directly in 
the London market at rates from one-third to 50 percent off the rate quoted by 
the domestic carrier. We have had reservations concerning the strict legality 
under State law of the methods employed in the patterns of placings. There 
seems to be reluctance on the part of carriers here to ask too many questions in 
a situation of that kind for fear of antagonizing an important broker or assured, 

Some New York brokers will shop the market and, in the process, secure q 
direct quotation from London. There have been cases where the broker has 
advised us he is securing a quotation from London. This is the old story of 
the broker bootlegging a quotation via Canada, either through his own Canadian 
branch or through an independent broker in Montreal who is in the business 
of providing direct London insurance. California and the Northwest have been 
hotbeds of direct competition from Lloyd’s. I am sure you are familiar with 
the California surplus lines law under which brokers who are members of the 
Surplus Lines Association are able to place certain classes of business directly 
at Lloyd’s. Iam told that when the surplus lines law of California was drafted 
aviation insurance was a comparatively small consideration and aircraft hull 
insurance was excluded from the Surplus Lines Act. My understanding is that 
a foreign insurer may compete directly for aircraft hull risks without restric 
tion. My information is that Washington and Oregon have patterned their sur- 
plus lines laws substantially after California law. In California and the 
Northwest, particularly, there are a number of brokers representing Lloyd's 
directly; and, incidentally, much of the Alaska aviation business is placed 
directly in London through such sources. The broker representing syndicates 
at Lloyd’s issues a form of certificate of insurance binding the risk for account 
of “underwriters at Lioyd’s, London and/or insurance companies.” The sorry 
part of the situation is that Lloyd’s underwriters have appointed not one, but a 
number of brokers acting in this manner in the same territory who not only 
compete with the American licensed market, but compete with each other. I 
have no doubt that, if one could look behind the scene, he would find, by and 
large, the same syndicate supporting all competing brokers to a large extent. 

I am told, but so far have not seen visual proof, that similar Lloyd’s appoint 
ments exist in Texas. Another pattern that is clearly evident in several spots 
in respect of aviation insurance is the use of a small fronting licensed company 
with 100 percent reinsurance in the London market. 

In the Southeast, a considerable amount of direct insurance is placed in the 
London market over the Canadian border. We know of one incorporated under 
writing agency in Atlanta with paid-in capital of $300 that is delivering a form 
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of certificate of aviation insurance, “in accordance with authorization granted 
py certain underwriters at Lloyd’s London.” I am told the situation in Florida 
has recently worsened due to the fact that the Florida law now authorizes non- 
admitted carriers when admitted carriers are not available. This practice is 
peing abused to the extent that brokers will make a direct placing in London 
without much thought as to whether an admitted carrier is available for the 


Just how many “open covers” or letters of authority Lloyd’s have outstand- 
ing in the United States is, I suppose, completely unknown to anyone excepting 
ynderwriters at Lloyd’s, if they know. One London brokerage firm, with a 
pranch in New York, has been particularly active in taking business away 
from many sections of the country directly to the London market. More re- 
cently, the pattern employed has been to place about 25 percent of the risk di- 
rectly in an admitted company here as the warranty company and the balance 
directly in the London market. There has been a growing tendency in that 

ion. 

Tiround November 15, 1956, certain large brokers here were successful, in 
conjunction with the broker having a London office, in tying up, in one contract, 
the aircraft hull and liability insurance of three of the American scheduled 
trunk lines (Capital, Delta, and Braniff) under a noncancelable 3-year con- 
tract at uniform fixed rates, using the pattern just mentioned. The so-called 
warranty company used is the U.S. branch of a foreign company. Another 
large independent U.S. domestic stock company took a direct line, and I under- 
stand that a direct line was concurrently placed with a domestic mutual 
company. The combined domestic placings amounted approximately to 29 per- 
cent of the total values and primary limits insured and 71 percent plus excess 
liability limits was placed as direct insurance in the London market. Whether 
or not violations of the surplus lines laws of three States are involved, I do not 
know. The current estimated annual hull and liability premiums on the direct- 
in-London portion of the risk amounts approximately to $2,879,000 at the pres- 
ent time. The underwriting office here that represents the warranty company 
has recently told us verbally that $4,500,000 to $5 million in aviation premiums 
is going directly to London in relation to the business of that office, in the 
pattern described. 

The indiscriminate granting of binding authority by Lloyd’s to brokers here 
has been distinctly unprofitable to the Lloyd’s syndicates involved. As a result, 
underwriters at London ostensibly tightened the conditions of the open covers 
effective July 1, 1957. The new covers limit binding authority to low valued 
aircraft hulls and relatively low limits of liability. Extra hazardous risks were 
deleted from the scope of binding authority, and provision made for monthly 
detailed reporting by brokers to underwriters is now required. 

We were, of course, genuinely interested in learning of the apparent attempt 
to restrict the open covers but could not get ourselves to believe that the de- 
sired ends would be accomplihed, principally because the new restrictive meas- 
ures did not encompass reinsurance and left the situation wide open for in- 
dividual submission of prohibited risks to the London market. No real improve- 
ment has been discernable. The following comment appears in a letter dated, 
August 22, 1957, from the chairman of one of the Lloyd’s committees: 

“As you know, the main reason for this somewhat drastic step was that 
underwriters were being bound on risks without any idea of rates or conditions, 
and cover holders were competing with each other for business, which of course, 
simply forced rates down and down without any control from the London 
market. All these risks are now being placed open market, and obviously the 
brokers are serving them up at the old rates and conditions printed on the slip. 
In many cases inexperienced underwriters were hardly aware of the disastrous 
results which this type of business brought under the cover. I think the main 
object has been achieved, namely, that whatever rates business is being written, 
at least the underwriters know what it is, and should anything important turn 
up, there is little chance of it getting by at ridiculous rates, although anything 
is possible in the aviation market.” 

In another letter to me dated August 29, 1957, I have been advised that when 
one lead underwriter gave warning that attempts were being made to place 
business by the dodge of getting some company which was virtually the holding 
broker to retain a nominal 5 percent and do the rest as reinsurance (as a result 
of which the underwriter mentioned canceled his cover), a competing under- 
writer promptly stepped in and led a replacement slip as reinsurance. 
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During the past year and a half, there has been an effort on the part of a 
group of aviation underwriters at London to effect an agreement there which 
is referred to as the joint air understanding in an attempt to limit the exten; 
of rate reductions on renewal of high valued aircraft and fleets. One of the 
arguments put forward in favor of this arrangement refers to it as one which 
would follow the well-tried and well-known marine scheme as closely as possible, 
The British companies seem to be 100 percent in favor of the adoption of this 
agreement in the market. The Lloyd’s aviation underwriters are split, but m 
feeling is that there may be a fair chance that those who are holding out wij 
fall into line in due course. The nonmarine and marine syndicates (and, jp. 
cidentally, certain syndicates from those sides of the business frequently take 
large lines on American risks), are reported ready to follow the aviation 
specialists if they themselves can get their house in order. 

While it appears that adoption in London of the joint air understanding 
might bring about some stabilization of rates and commissions, it is significant 
that in the opening clause of the draft agreement “aircraft of an operator 
domiciled in the United States” are excluded from the terms of the agreement, 
The excuse given for this is that it is believed to be the position, under the 
American antitrust laws, that American insurers could not enter into such an 
agreement; and it is felt it would be almost impossible to sell the idea to ip. 
surers in London in respect of business where it would be only a one-way deal, 
This, as you will see, makes a convenient excuse for excluding American bugi- 
ness from the scope of the agreement. From where I sit, it appears to be a 
move to improve the rating of risks outside the Western Hemisphere, in which 
the American market normally does not compete, and leave the American risks 
wide open for the London market to compete with American underwriters for 
American business. Incidentally, it is estimated that at least two-thirds of the 
world’s aviation premiums comes from the American domestic risks. 

You will be interested to know how much all of this competition amounts to 
in dollars of premiums. A complete answer is not available. It would be an 
impossible task to keep track of the many thousands of individual airplanes 
in the hands of private owners and corporate owners for purposes of determining 
how much of such business goes directly to the London market. However, we 
can develop and have developed, figures concerning the extent of premiums going 
abroad from the larger risks, such as airlines and manufacturers. These fig- 
ures must not be regarded as completely accurate; but they are an informed 
estimate, based on knowledge of the individual risks concerned. 

There are 33 scheduled U.S. domestic and territorial passenger carrying air- 
lines (excluding Alaskan operators) certificated by the Civil Aeronautics Board 
as American-flag carriers. Of these, 10 are insured wholly or substantially in 
the London market. We estimate that at the present time $4,176,000 of annual 
aircraft hull and aircraft liability premiums are going directly to the London 
market in relation to these 10 accounts. (The total domestic scheduled airlines’ 
hull and aircraft liability premiums reported to the New York Insurance Depart- 
ment by all domestic stock companies for the calendar year 1956 was $13,731,650.) 

We account for additional direct hull and aircraft liability premiums in 
London aggregating $1,812,000 on a number of freight and nonscheduled oper- 
ators’ and manufacturers’ accounts. 

In addition to all this, we estimate that $2,450,000 will be paid to London 
directly in the year 1957 under an industry plan by a group of aircraft, engine, 
and accessory manufacturers for aviation products liability and manufacturers’ 
liability for loss of use. This plan is written 30 percent directly in the American 
admitted market (part by stock and part by mutual companies) ; and 70 percent 
directly in London. The stock companies here reported total written premiums 
in the classes mentioned for the year 1956 of $2,250,853, and this figure would 
include the American market’s share in the 30 percent covered in the American 
market under the plan. 

All of this then accounts for a grand total of $8,438,000 in annual premiums 
going directly to the London market from the more important accounts which 
we are able to keep track of. I am sure this figure is conservatively estimated 
and how much more goes to London in addition on small risks is anybody’s guess. 

Very truly yours, 
A. J. Sirs. 
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AMERICAN INSURANCE ASSOCIATION, 
September 23, 1957. 


COMMITTEE ON DIRECT-WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


Mr. James F. CraFTs, ; 
President, The Fund Insurance Companies, 
gan Francisco, Calif. 

Deak Mr. Crarts: As scheduled, our general committee met last Thursday 
at the Hotel Pierre, and during the meeting the Lloyd’s committee report was 
read and discussed. The members of the committee expressed disappointment 
that you were unable to be present so that they might have the benefit of your 
yiews on this problem, which all agreed was very real and important. 

The discussion was full, particularly paragraph 3 in which your committee 
recommended the retention of independent counsel to advise relative to the 
general problem. The opinion was expressed that the legal services recommended 
by the report might be very expensive and time-consuming. Another opinion 
was voiced that the boundaries of the problem were not sufficiently will defined so 
that it would be possible to estimate either the cost of such a study or of its 
duration. Accordingly, it was the consensus of the general committee to refer 
the report back to the committee, with the request that the general counsel of 
the companies represented on the committee give their views as to the various 

ts of the report, and especially in connection with the retention of inde- 
pendent counsel, as recommended in paragraph 3. 

Because of the foregoing action taken by the general committee, the report 
was not read to the membership on the following day. 

I regret that I am not in a position to write you more welcome news in connec- 
tion with the report, but I think the foregoing is a fair summary of the disposi- 
tion of this item by our general committee. 

Should you desire further information, do not hesitate to request it of me. 

Sincerely, 
JOHN F.. NEvILie, Secretary. 


FIREMAN’S FuND INSURANCE Co., 
San Francisco, Calif., September 26, 1957. 
Mr. ALBERT J. SMITH, 
President, United States Aviation Underwriters, Inc., 
New York, N.Y. 


Dear Mr. SmMitH: While I am no longer chairman of the committee of the 
American Insurance Association on the direct writing activities of Lloyd’s and 
other unauthorized insurers, Secretary Neville was kind enough to send my 
copies of your two letters dated September 20. 

I was especially interested in your observations with respect to how the 
increasing unfair and unnecessary competitive situation should be handled. 
Ido not know whether you know it or not, but the committee of the association, 
while I was chairman, did a reasonably thorough research job with respect to 
obtaining evidence of competition. We were quite satisfied that it was severe, 
that it was growing and taht something should be done about it. As the then 
chairman of the committee. I recommended that a small committee of chief 
executives visit London and through a friendly approach submit the facts to the 
committee and if necessary directly to the underwriters. To indicate that the 
approach was to be on a friendly basis, I proposed that we suggest to the 
“powers that be” in London that we welcomed their market in the important 
reinsurance field and their operations through properly supervised surplus line 
laws but to believe that they could continue to accept their business through 
the reinsurance route and compete directly or indirectly on an unfair and un- 
reasonable basis was unthinkable. 

I regret to say that the majority of our committee had some concern over 
such an approach and decided that we should first study the alternatives which 
would presumably involve legislation. 

With the fronting company situation developing, I still feel very strongly, 
a8 apparently you do, that the only way the problem can be satisfactorily handled 
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is through friendly discussions. As I have said innumerable times, an attempt 
should be made to lay down some rules of the road. 

In view of the fact that the aviation business has been a class which hag 
been particularly subject to competitive practices, I would hope that you would 
encourage the members of your group to support your views. 

With kind personal regards, I am, 

Sincerely yours, 
JaMEs F’. Crarts, President, 


FIREMEN’S FUND INSURANCE Co,, : 
San Francisco, Calif., November 12, 1957, 


COMMITTEE ON DIRECT WRITING ACTIVITIES OF LLOYD’S AND OTHER UNAUTHORIZED 
INSURERS 


Mr. W. E. NEwcoms, 
President, Great American Insurance Group, 
New York, N.Y. 

Dear Britt: I am acknowledging your letter of November 1 on the future 
of this committee at a rather appropriate time for I have just returned from 
a trip to London. 

While there I had tea with the chairman and deputy chairman of Lloy@’s 
with whom I frankly discussed the matter of competition in the United States, 
buttressed by my interest in the subject. and my experience when I was chair: 
man of the AIA committee. I made it very plain to the gentlemen that my 
presentation of the subject and my questions were wholly personal and I had no 
authority to speak for anyone else. I also discussed the subject with other 
underwriters at Lloyd’s, and from these meetings I came away with the fee 
that if anything was to be done it should be initiated by friendly discussions 
between underwriters on both sides of the Atlantic. If such an effort should 
fail then it would be time enough to consider alternatives. 

Specifically, on the question of the future of the committee, I can only say 
that in my opinion the question is one that is quite basic and concerns the kind 
of an organization the members want the association to be. Here we havea 
situation where a representative committee has agreed that a definite problem 
exists. The membership has shown interest in the reports which have been - 
submitted. Now we come to the matter of what should be done about the 
problem. There is a modest disagreement and as a result we appear to have no 
alternative but to leave the problem unsolved. I regret this development for 
more than one reason but particularly because it suggests indirectly that my 
interest as chairman was one factor that was keeping the committee alive. Ido 
not think this was so nor do I belive it should be. 

To this I can only add that it seems too bad that someone cannot be found who 
could carry on the work that started with the Black committee of the National 
Board, involving activities which have a direct bearing upon our operations 
and results. I see the problem facing you as one that goes way beyond the 
continuance of a single committee and one that involves the whole future of 
the association and the interests of the senior executives therein. I am sure you 
will not think I am being critical when I suggest that there is a big difference 
between getting into a taxicab in downtown New York and driving up to the 
Hotel Pierre to meet old and good friends and enjoying a delicious lunch or 
dinner and traveling 6,000 miles to attend that meeting when you have so much 
evidence that there is a reluctance to face issues and solve problems. If this 
suggests to you that I am again saying that there is a lack of much needed 
leadership in our business, I am afraid I will have to plead guilty, at the same 
time assuming my share of the responsibility. At least in doing so I have the 
satisfaction of knowing that I wished it otherwise and I have tried my best 
to have it so. 

With warm personal regards, I am, 

Sincerely yours, 


JAMES F', Crarts, President. — 


x 








